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Are You Making Conversions 
To Natural Gas? 


We can be of help to gas companies and organizations specializing in the conversion work 
of changing over gas-burning eqeipment from manufactured to natural gas. We will sup- 
ply the proper jets and controls to adapt the user's present Barber Burner to natural gas, & pypi, 
or we will furnish Barber equipment to replece existing burners which cannot be adapted & stands 
to naturel gas. The famous Barber jets employ a combustion principle yielding extremely B '" 


operat 
high efficiency. A wide variety of these jets is shown above, and a few typical burner units & an’ ‘ 
from our extensive line for all applications. cian 


fo 
It is always best to use genuine Barber Burners and parts on your conversion work. They taxati 


are easy to install, and Barber's 35-year record of quality products is a strong assurance & 

of satisfactory performance. Our engineering department is at your service to help work I expre 
out special problems in burner design. oe 
adver 

Send for latest Catalog on Appliances and Conversion Burners and Controls. + 

sion | 

THE BARBER GAS BURNER CO., 3682 Superior Avenue, Cleveland 14, Ohi i<"' 
spon: 


BARBER BURNERS 
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Bulletin G-57 illustrates and describes 
the design, tion, operating, and 
maintenance features of the Type E 
Pulverizer. Write: The Babock & Wil- 
cox Company, 85 Liberty Street, New 
York 6, New York. 
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Be It Engineering 
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Recirculating Load— Uniform Performance 

Dries as It Grinds Regardless Saves 
Recirculation of fines within the Of Wear —_ 
mill gives repeated, quick-drying Balls and grinding rings y 
pontact with large masses of together . . . assure uniform remark 
heated air and metal . . . produces ness regardless of attrition of dy ‘De Pri 








proper fineness at all loads, even grinding elements . . . finesd 

with coal as wet as it can get. automatically increases at to the 

Fines are classified in the mill. duced loads. trained 
s 
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The only accurate measure of pulverizer 
efficiency—and ultimate cost—is a func- 
tion of availability, plus combined mate- 
rials and labor maintenance per ton of 
product over long periods of continuous 
operation. B&W recently surveyed a 
representative group of utilities, covering 
a wide geographical area and broad rarige 
of coals. More than 100 B&W Type E 
mills were reported in service from one 














Blows Clean Air— One-Point Variable Fuel 





power generation 


to ten years, and with aggregate product 
of 25 million tons: 









eT 
* Average Availability: 96.5% 
© Average total mainte- 
nance cost per ton: 






3.12 cents 





It will pay you to remember this outstand- 
ing—and typical—history of dependable, 
low-cost performance when considering 
your next pulverizer installation. 








Saves Wear and Tear 
Usique in pressurized operation, 
the Type E Pulverizer requires 
remarkably little maintenance of 
the primary fan, because it blows 
only clean air... is not subject 
to the damaging abrasion of en- 
trained particles. 


—Air Control 


Like the accelerator on your auto- 
mobile .. . assures proper coal- 
to-air mixture . . . produces de- 
sired rate of steam generation 
over a wide range with coal con- 
ditions suitable for sustained 
high combustion efficiency. 


Helping Industry Cut Steam Costs Since 1867 


Low Power Outstanding 
Consumption Performance 
Record 


Ball-and-ring grinding, anti- 
friction bearings, pressure 
lubrication, and automatic 
fejection of ungrindable ma- 
terials make possible high 
output with minimum power 










Availability and mainte] 
mance economy beyond to 
day’s most exacting requi 
ments are proved in ove 
1300 Type E Pulverizer in 
stallations. 
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ITH all the current talk about atom 

bombs, guided missiles, Korean 
armistice, and European rearmament, it 
is a little hard to concentrate on the real 
meaning of the annual message about 
peace on earth to men of good will. But 
to a generation that has personally 
known two world wars and now sees 
the build-up for a third—of possibly 
more terrible consequences than all the 
others—the hopeful message of Christ- 
mas becomes more important than ever. 


It was not to a world of peace, nor 
one enjoying prosperity and interna- 
tional tranquility, that the first Yuletide 
greetings came. On the contrary, that 
first Christmas came as a ray of hope 
during one of the darkest periods of hu- 
manity, As for our own times, needless 
to say, the world, and America in par- 
ticular, needs all the hope and good will 
it can obtain from any source whatever. 


Wirth such sobering thoughts in mind, 
we respectfully and sincerely repeat to 
our readers and friends the time-hon- 
ored salutation of “Merry Christmas 
and a Happy and Prosperous New 
Year.” We further venture the hope that 
if it does not bring us peace in the as- 
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THERON W. LOCKE 


sured sense of that word, it will at least 
bring us no nearer to the brink of inter- 
national war. Even such a limited as- 
surance would surely make the New 
Year of 1952 a most successful one, in 
the opinion of most of us. 


ECENT realistic forecasting by gov- 
R ernment experts and others con- 
cerning our national debt and tax in- 
come prospects has given rise to quite 
a bit of speculation that Uncle Sam will 
soon have to find some way of going out 
of the Santa Claus business, at home and 
abroad. And that, in turn, has led to 
some long-range forecasting that the re- 
cent good financial market may be Santa 
Claus’ last ride, for a while, for stock 
investors. What would a stock market 
slump mean to public utility companies 
with vast plant expansion financing pro- 
grams still far from completed? 


THE opening article in this issue comes 
to grips with this probiem of raising 
much-needed money for utility plant ex- 
pansion in the face of a possible unen- 
thusiastic equity money market. Some 
financial observers think that utility in- 
dustries may be unwisely gambling on 
the continuation of a good common 
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When a redesigning of your 
financing program is in order 
.»here’s a suggestion 
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@ To help you with an up-to-date and © 
flexible approach to your financial 

program and the financial community _ 
... Irving Trust maintains a staff of 4 
experts specializing in service to the 
public utilities. -_. 
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Our Public Utilities Department, 
sponsor of the Utility Round Tables, 
will be more than glad to contribute 
its broad experience to..a review of 
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your situation. fi ow 
Please feel free to’call upon us at << © 



























any time. Fa y a ao A | , 
/ / / o , \ ae 
IRVING TRUST company [ZO AY 
ONE WALL STREET~ + NEW YORK 15,N.Y. Py Qi py 


/ Capital Funds over $118,000,000 
Total Resources over $1,200,000,000 


FF - Enstrom, Chairman of the Board L F 


/ Ricnarp H. West, President 


x 
BS 


/ Public Utilities Department 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 











8 PAGES WITH THE EDITORS (Continued) 


stock market long enough to do the ma- 
jor part of the financing necessary for 
their gigantic construction programs. 


THERON W. LockeE, veteran New 
York security analyst, brings to our read- 
ers a most timely and thought-provoking 
article on the need of utilities to do more 
missionary work among security buyers 
and financial analysts. Mr. Locke is at 
present in charge of public utility re- 
search for Goodbody & Co. of New 
York. But he has had wide experience 
in public utility securities for more than 
a quarter of a century. His experience 
entitles him to make the forthright state- 
ments included in his article. 


Born in Des Moines, Mr. Locke 
graduated from Northwestern Univer- 
sity School of Commerce (BS, ’25). 
He later earned his master’s degree with 
a thesis on comparative state laws on 
public utility regulation which he did on 
a fellowship from the Institute of Land 
Economics and Public Utilities. He was 
chairman of the New York Society of 
Security Analysts, public utility divi- 
sion, for two years. 


* * * * 


E. Rott, author of the ‘article 

e “Accounting for Tax Amortization 

of Defense Facilities,” beginning on page 
869, is assistant to the general account- 
ant of The Detroit Edison Company. He 
is a graduate, cum laude, of the Uni- 
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versity of Illinois College of Commerce 
(BS, ’28) and holds an Illinois CPA 
certificate. He has been with The De- 
troit Edison since 1928 and has been ac- 
tive in accounting committee work in 
the Edison Electric Institute and other 
professional organizations. 


*x* * * * 


ye Wisconsin commission recently 
said, in fixing transit fares for the 
Milwaukee area, that a regulatory body 
has no power to compel people to use 
transit services if they do not want to 
do so. This is true, even though the cost 
of such service to the patron is well 
known to be below the cost of corre- 
sponding service by private automobile 
transportation. The transit industry’s 
economic problem results, in part, from 
the lag between increased operating ex- 
penses and adequate fare structure. 


Puitip B, Wittauer, Philadelphia 
attorney, whose article on “Transit’s Un- 
fair Fare Lag” begins on page 875, is a 
graduate of Ursinus College (AB, ’30), 
Clark University (AM, ’31), Universi- 
ty of Pennsylvania (PhD, °35), and 
Temple University (LLB, ’37). In ad- 
dition to some general law practice in 
Philadelphia, he has also taught and 
lectured. He is presently the general 
counsel of Simpson & Curtin, transpor- 
tation engineers and management con- 
sultants in Philadelphia. He is a spe- 
cialist on labor and transit fare regula- 
tory matters. 


x* * * * 


AVE you ever wondered how heavi- 
ly the colleges and other endowed 
foundations are invested in _ utility 
stocks? This same question puzzled our 
financial editor, OWEN ELy, who decided 
to make an original survey. The result 
is a special article, beginning on page 
886, which may well be an eye opener 
to a good many of us. 


THE next number of this magazine 
will be out January 3rd. 
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with the Remington Rand PRINTING CALCULATOR 


d It’s a two-fisted attack against inflation—and a boost for the 
: all-important build up of our national defense economy —be- 
cause the Remington Rand Printing Calculator does more 
work in less time—at a lower cost to you. 
e See for yourself what short-cut multiplication—automatic 
division—“quick as a flash” addition and subtraction—plus 
. printed proof of figure accuracy can do to step up your pro- 
e duction. Send for complete details. 


— 





Balanced Performance for Double Duty, Double Value 






en ee 





Room 2365, 315 Fourth Avenue, New York 10, New York 

Please send Free booklet “Balanced Performance”. No obliga- 

tion, of course. 
Name 
Title. 
Company. 
Addr 
City 
Zone___State. so 
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Coming IN THE NEXT ISSUE 


* 


THE WASHINGTON OUTLOOK FOR PUBLIC UTILITIES—1952 


Analysis of the possible consequences of new developments in Congress and 
Federal agencies respecting various utility industries during the New Year. 
Francis X. Welch, managing editor of PUBLIC UTILITIES FORTNIGHTLY, 
who has regularly written the "forecast" article at the beginning of each 
year, gives us ten new predictions for the year 1952, along with reasons why 
he thinks they will come to pass. 


WHAT WILL "RECAPTURE" MEAN FOR FPC 
HYDRO LICENSEES? PART I. 


In the first part of this analysis of hydroelectric licensing regulation from the 
standpoint of "recapture," the author describes the historical background 
and early policies leading to the enactment of the Federal Water Power Act, 
now part of the Public Utility Act of 1935. Samuel H. Crosby, former ex- 
aminer for the FPC and now a general examiner for Federal agencies, tells 
us some little-known but important facts about what happens when hydro 
licenses mafure for “recapture.” 


PRIVATE ENTERPRISE BUILDS A HYDRO DAM IN THE NORTHWEST 


This article is a description of privately owned utility company development 
in a region where Federal projects predominate. Shortage of power in this 
area of Federal development has undoubtedly resulted in some measure 
from discouragement of private investment. This story tells how one com- 
pany is standing up and expanding in the face of such repressive influence. 
Roscoe Ames, professional writer, outlines the planning and building of the 
Cabinet Gorge project by the Washington Water Power Company, which 
operates eleven other hydroelectric plants. 


SO YOU THINK YOU COULD BE BOSS! 


Can the rank-and-file employee of a utility seriously aspire these days to be 
president of the company? If so, how does he go about it? A check on the 
presidencies of numerous important utility companies, including the Bell 
system where intramural promotion has become an established policy, shows 
that it can be done and it will be done. The question the employee should 
ask himself is whether he would like such a job after he gets it. James H. 
Collins, professional writer, undertakes to answer these questions in an en- 
tertaining and informative talk about the "old man" and what makes him 
tick. 


INDEX to VOLUME XLVIII will be included in the January 3rd issue. 


* 


A | SO .. . Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip. 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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SHIP may be 200 or 300 feet long. 


Dn the other hand, if you’re thinking of the 
Dueen Elizabeth, the correct answer would 
987 feet. 


ships come in all sizes. Customers’ bills are 
ike that, too. They vary in size. 


Intelligent analysis 


hat’s why in planning rate or promotional 
programs, it’s so helpful to have a proper 
alysis of your customers’ bills to know 
ust how the bills fall into various kilowatt- 
isage categories. 


The Recording and Statistical Corporation 
an prepare such statistics for you in short 
brder. Its specially developed Bill Frequency 
nalyzer processes as many as 200,000 
pills a day, and the cost to you for such serv- 
ce is far less than you’d think .. . less than 
t would cost if it were done by efficient clerks 
Nn your own offices. 





a) fs 





How long is a ship? 


May we send you an informative booklet, 
“The One Step Method of Bill Analysis,” 
that shows how this remarkable service can 
save you money in the months just ahead? 
Just drop a note to us. 





This Bill Frequency Analyzer—developed especially for 
utility usage data—automatically classifies and adds 
in 300 registers—in one step! 


RECORDING AND STATISTICAL CORPORATION 


100 Sixth Avenue 


New York 13, N. Y. 
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“There never was in the world two opinions alike.” 
—MONTAIGNE 


BeNnNEtTT S. CHAPPLE, JR. 
Assistant executive vice president, 
United States Steel Company. 


C. E. Witson 
President, General Motors 
Corporation. 


N. Braprorp TRENHAM 
General manager, California 
Taxpayers’ Association. 


A. B. Homer 
President, Bethlehem Steel 
Company. 


THEODORE O. YNTEMA 
Vice president, Ford Motor 
Company. 


Joun J. HEARN 
Ambassador from Ireland to the 
United States. 


Harry Fioop Byrp 
U. S. Senator from Virginia. 
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“”.. centrally administered controls will not and can- 
not work efficiently in a capitalist economy, no matter 
how wise, talented, and honest the administrators may 
be.” 

. 


“Our government should fulfill its basic responsibility 
for establishing sound monetary policies which will de- 
flate excessive demand and thus take the pressure off 
prices.” 


> 


“Civilizations, historically, fail when government con- 
sumes more than a fourth of the production of the 
people. Today government in the United States is tak- 
ing one-third of the production of the people.” 


* 


“Inflation and other consequences of unwise economic 
policies are no longer ahead of us. They are already with 
us, here, now, today, most of all in the declining value 
of the dollar as measured in the smaller amounts of 
everything it will buy.” 


> 


“Price and production controls are dangerous for the 
same reasons that Socialism and Communism are dan- 
gerous. They are subject to political pressures; they 
are inequitable; they often roll back progress; they often 
reward inefficiency; and they cannot be administered 
effectively.” 


* 


“The notion of citizenship is the most embattled in- 
tellectual issue in the whole of modern political science. 
It became so the moment the moral basis of citizenship 
itself was denied and its right acclaimed as a gift be- 
stowed by the community on the individual and guaran- 
teed only by a constitution.” 


> 


“We are spending ourselves into bankruptcy—we are 
steadily going toward Socialism. We have confiscatory 
taxes. We are facing controls upon the people that will 
make it very difficult for them to operate their busi- 
nesses. We are going toward greater and greater con- 
centration of power in Washington together with reck- 
less mismanagement of the government.” 


12 











-on- 


fak- 


mic 
rith 
lue 


ire 
ry 
ill 


n- 
k- 





December 20, 1951 Public Utilities Fortnightly 13 













SERVING THE PUBLIC AND 
INDUSTRY 24 HOURS A DAY 


COLUMBIA [== 
GAS |e 
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re The Manufacturers Light and Heat Company 
a United Fuel Gas Company 

Rs The Ohio Fuel Gas Company 

ry Atlantic Seaboard Corporation 

te ee Amere Gas Utilities Company 


2 
» AB. 


Virginia Gas Distribution Corporation 









Pe, a Virginia Gas Transmission Corporation 

e Big Marsh Oil Company 

R Central Kentucky Natural Gas Company 
x Binghamton Gas Works 


Cumberland and Allegheny Gas Company 
Home Gas Company 

The Keystone Gas Company, Inc. 

Natural Gas Company of West Virginia 
The Preston Oil Company 
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REMARKABLE REMARKS—( Continued) 


Epitor1AL STATEMENT 
Los Angeles Times. 


Rosert E, WILson 
Chairman of the board, Standard 
Oil Company of Indiana. 


ALLAN SHi/*RS 
Governor of Texas. 


Reese H. Taytor 
President, Union Oil Company. 


Hersert U. NELSON 
Executive vice president, National 
Association of Real Estate Boards. 


BrEHON SOMERVELL 
Chairman and president, Koppers 
Company. 
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“The essence of any Marxian system is compulsion; 
not the compulsion of circumstances, to which we must 
all yield, but the compulsion of government, which is 
harder to bear. In time it probably becomes unbearable 
and the system collapses.” 


> 


“The one thing we must have in this [oil industry] 
field is freedom of enterprise and a reasonable hope of 
profit. We don’t ask for a guaranty. We’re not looking 
for security as long as we have opportunity, but we must 
have that freedom of opportunity.” 


5 


“Nationalization of the oil and gas industry is the goal 
of our busy little bureaucrats in Washington. You see 
their fine hand in the promulgation of theories which 
would simply establish a dictatorship over fuel produc- 
tion in this country. You find them whispering in the 
ears of uninformed Congressmen that the interstate oil 
compact is a conspiracy between states and the oil com- 
panies to violate the Antitrust Act.” 


> 


“Contrary to Marx’s predictions that Capitalism must 
inevitably lead to great privately owned monopolies and 
cartels and the expropriation of the mass of the people 
by a few powerful usurpers, American Capitalism has 
dispersed itself on a broader and broader base each year 
for the good of all. From 4,200,000 shareholders invest- 
ing in 128 corporations in 1928 we have grown to more 
than 15,000,000 shareholders in 355 active corporations 
in 1950.” 

¥ 


“Our people are not the romancing idealists that you 
find in Europe. We are an intensely practical people and 
not given to theories or political escapism. There is no 
... threat from the people [of the nation turning Social- 
ist or Communist]. Our only threat is from our govern- 
ment. And if we are able to recapture control of our 
Federal government by the constitutional limitation of 
taxes and government spending, we shall have no fear 
of Communism or Socialism from any source.” 


> 


“The basic and correct concept for security, for ex- 
ample, is something that benefits everybody. Security is 
something that everyone should strive for, everyone 
should have . . . and that one should achieve through 
one’s own effort and not at the expense of somebody else. 
But today security is being used as a label for a selfish 
appeal to special groups of our people . . . and in the 
name of security through expenditure of billions of the 
money of all taxpayers, the economic planners have 
given our farmers the doubtful boon of price support 
for their products. This is giving one group security at 
the expense of all the others.” 
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Public Utilities Fortnightly Extends to 
Its Many Patrons and Readers 
Cordial Good Wishes for 
Christmas and the 
New. Year. 
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FAR ROCKAWAY 
STATION 


LONG ISLAND LIGHTING COMPANY 


The C-E Unit illustrated here is now in process of fabrication for the 
Far Rockaway Station of the Long Island Lighting Company at Far 
Rockaway, Long Island, N. Y. 


It is designed to serve a 90/99,000-kw turbine-generator operating 
at a throttle pressure of 1450 psi with a primary steam temperature 
of 1000 F. reheated to 1000 F. 


The unit is of the radiant type with a reheater section located 
between the primary and secondary superheater surfaces. A finned 
tube economizer is located below the rear superheater section, and 
regenerative type air heaters follow the economizer surface. 


The furnace is fully water cooled, using closely spaced plain tubes. 
It is of the dry bottom type, discharging to a pneumatic ash removal 
system. 


Pulverized coal firing is employed, using bowl mills and tilting, 
tangential burners. Provision is made to use oil and natural gas 
as alternate fuels. B-526A 


COMBUSTION ENGINEERING— 
SUPERHEATER, INC. 


200 MADISON AVENUE * NEW YORK 16, N.Y 





ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL SYSTEMS AND 
STOKERS; ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS 
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what’we really make fs timet hap 













Little blocks, say 2” x 4” x 8”, don’t pile up very 
fast. 


We hang walls up in sizable panels. 


And that is an easy way to understand why 
Robertson’s real product is time. 


We make walls that are hung in place. We make 
them complete with insulation when the panels 
ae delivered. We cugumcer them piece by piece Q-Panels are fabricated from Galbestos, alumi- 
in advance at the factory. We put expert crews on num, stainless steel, galvanized and black steel 
the job to place them in lengths up to 25'. r 

Q-Panels, 3" in depth with 1%" of incombusti- 
ble insulation, have a thermal insulation value 
superior to that of a 12" dry masonry wall with 
frred plaster interior. A single Q-Panel with an 


. ~~ idee area of 50 sq. ft. can be erected in nine minutes 
We save days and weeks in finishing a building with a crew of only five men, and twenty-6ve 


for use, because years have been put into the fae ay Sag erected as much os 20 seve of we 
development of these unique skills. 













We make time, now, when time is the essence. 


Q-Panel construction is quick, dry, clean, and 4 
eeu . offers an interesting medium of architectural 
Quick is the word we practice. expression. 


H. H. ROBERTSON CO., PITTSBURGH, PA. | :.: 


2424Formers Bank Building SLB) Offices in 50 Principal Cities 
Pittsburgh 22, Penasylvesie Rey World-Wide Building Service 
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NOW...do all three trench-completion 
°' lobs with one machine 











T TAMPS! IT BACKFILLS! IT LAYS PIPE! 


@ Tamps—backfills — e@ One-man operation ®@ Does all types of 
travels simultaneously light crane work 
@ Hydraulic clutches 

@ Tamps 380 Fi-lb mec for speedy backfill @ Loads, unloads, 


blow 45 times ith exact control handles pipe, 
sheathing, etc. 
@ Backfills spoil from 
either side of trench @ 5,000 Ib. crane 
capacity 
.) 


2 
per minute lel 
7 4 
@ Power hoist 


@ Tamps from side 
or straddling 





@ Telescopic boom 


















@ Tamps thicker @ Same speeds 


sstie layers either direction 
alue 

vith 

| an 

Sn ®@ Correctly balanced 

vail steel backfill board 


@ Full crawler 
maneuverability 


i | A MACHINE THAT BELONGS IN YOUR ’52 PLANS 


Get more work for your budget dollar! The *80” is time-tested 
and job-proved—for tamping, backfilling, pipe handling 
and other types Of trench completion work. Get complete 
information on it now! 





SRS 
"e a S 










a] SEE YOUR LOCAL DISTRIBUTOR OR CONTACT FACTORY DIRECT 
\6 a, 


WE THE CLEVELAND TRENCHER CO, ftvcss vs ome 







Foster Wheeler Reheat 
for Public Service 
of Indiana, Inc. 


Lnte GraACIN 


leading 


Maximum continuous capacity 

Primary steam flow 700,000 ib 

Reheat steam flow 624,000 Ib 
Operating pressure 

Superheater outlet 1,500 psig 

Reheater outlet 401 psig 
Final steam temperature 1,005 F 
Final reheat temperature 1,005 F 
Feedwater temperature 451 F 
Coal Pulverized by Two Foster Wheeler Bal 


The | 
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Artist's view of new Wabash River 

Station of Public Service Company of 

indiana, inc. Sargent and Lundy are the 
engineers on this project. The four turbines 
will exhaust to Foster Wheeler surface condensers. 





ordering Foster Wheeler reheat steam generators 


The large investment in present day power plant 
equipment dictates the careful selection of major 
components so as to avoid costly forced outages. 
Foster Wheeler engineers hove always sought to 
refine the techniques of steam generation. They there- 
fore took an early interest in the development of 
reheat where operating and control characteristics of 
the reheat boiler are integrated with those of the 
reheat turbine during every phase of service. Almost 
three decades ago, these engineers were responsible 
for the utilization of the characteristics of radiant and 
convection superheaters in series. Over “500 radiant 
superheater years” in one utility alone attest to the 
reliability of radiant surface for superheating. 


The reheat steam generator illustrated is designed 
with a combination radiant and convection super- 
heater and an all convection reheater. The chief ad- 
vantages of this type of Foster Wheeler reheat steam 
generator may be listed as follows: 


@complete freedom from furnace slagging is 


FOSTER WHEELER CORPORATION «+ 


FOSTER ( WHEELER 


assured because furnace can be designed to suit 
fuel characteristics rather than reheat cycle 
duty requirements 

@ permissible wider selection of fuel of varying 
slagging characteristics 

@ location of the reheater deep in the convection 
zone assures safer metal temperatures during 
all starting, shutting down, and emergency 
operating conditions 

This design also incorporates such features as: 

@ complete drainability of all superheating and 
reheating surfaces essential to quick and normal 
starts 

@ wide range of precise control of final steam 
temperature 

@ fully independent means of controlling primary 
and reheat steam temperatures. 


These features provide for complete integrating of 
steam generating unit with turbine requirements under 
normal, quick start or emergency conditions. 


165 BROADWAY, NEW YORK 6, N. Y. 
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Mere than sixty years of 


specialization in the design, fab- 
rication, and erection of power 
plant boilers stand back of the 
Springfield name. Nowhere can 
you find sounder engineering, 
higher quality, or greater values 
than Springfield offers in modern 
steam generating equipment to 
meet your needs: ANY SIZE 
..- ANY PRESSURE ... ANY 
TEMPERATURE... AND FOR 
ANY FUEL. At Springfield, your 
job is in “Experienced Hands!” 


SPRINGFIELD 
BOILER CO. 


1960 E. Capitol Ave., Springfield, Ill. 

Designers, Fabricators 
and Erectors of 

BENT TUBE BOILERS 

STRAIGHT TUBE BOILERS 

SUPERHEATERS 

DESUPERHEATERS 
AIR HEATERS 
ECONOMIZERS 
WATERWALLS 


COMPLETE STEAM 
GENERATING UNITS 





SPECIALIZING IN STEAM GENERATING EQUIPMENT SINCE 1890 
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Can You Be Confident ? 


F in conjunction with your next annual meeting— 

or at some contemplated special meeting—pro- 

posals other than routine are to be voted upon—to raise 
debt ceiling—authorize new securities—grant conversion 
privilege for convertible bonds, etc.—can you feel con- 
fident that your stockholders will support management’s 
recommendations with adequate votes of approval—on 


* time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 


proxy soliciting organization as a form of insurance that 


the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 
information. 








National or Sectional Coverage 


e e 


DUDLEY F. KING 


Associates: 
JOHN H. C. TEMPLETON * CHARLES A. NICHOLLS + PHILIP H. CARPENTER * WARREN W. AYRES 


70 PINE STREET, NEW YORK 5&5, NEW YORK 
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Develop maximum power 7 
with LEFFEL hydraulic turbines 
& 





Only time will tell the story of how = 
good a hydraulic turbine really is + 
—and Leffel turbines are already ° 
thoroughly time-tested, in scores a 

of installations where they have 
been going strong for decades 
without need of repair. 


Leffel turbines are so expertly 
planned, so carefully and precisely 
built that you can be sure of 
trouble-free efficiency for a long, 
long time. Leffel pays special at- 
tention to the conditions under 
which the turbine is to be used, and 

. maintains a friendly interest in 
the turbine's performance after 
installation. 





If you have a water power prob- 






lem, entrust it to Leffel's hydraulic 

engineers — real experts in the = 

water power field. Put Leffel's 89 € 

years of hydraulic power experi- a 
& 
+ 









ence to work for you—now. 


* 
THE JAMES LEFFEL & CO. 


DEPARTMENT Pe SPRINGFIELD, OHIO, U.S.A. 





MORE EFFICIENT HYDRAULIC POWER FOR 89 YEARS 
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140 Broadway 
New York 15 


When 


America throws 


the switch 


the result is POWER 


...an unmatched national wealth 
of power for energizing the ma- 
chine-made productivity and 
tempo of America’s industrial 
civilization; power that lights our 
homes and offices and runs our 
household appliances—televi- 
sion, telephone, radio, toaster, 
iron, and vacuum cleaner—which 
make for a more comfortable 
mode of living. 

Preserving and expanding this 
American “balance of power”’ re- 
quire financing. Guaranty Trust 
Company affords experience and 
expert knowledge in all phases of 


Fifth Ave. at 44th St. 
New York 18 


LONDON 


Madison Ave. at 60th St. 
New York 21 


PARIS 











financing electric and gas utilities 
and, in addition, acts as registrar 
and transfer agent for public util- 
ities securities, as trustee of bond 
issues and pension trusts, and in 
other related capacities. 

Our Public Utilities Division 
invites consultation on your cur- 
rent problems. 


Guaranty ‘Trust 
Company 
of New York 


Capital Funds $378,000,000 


New York 20 
BRUSSELS 


Member Federal Deposit Insurance Corporation 











Rockefeller Plaza at 50th St. 
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SIMPLEST, MOST EFFICIENT 


; CONTROL IN THE GAS INDUSTRY 



























o 





There’s no “BANG! — ON”... 
"BANG! — OFF” with Gasapack 


Whether you use the ther- 
mostatic Electric Top for 
multi-stage flame control, 
or the mechanical Ther- 
momatic Top which gently 
modulates the flame . . . 
you eliminate the ignition 
and extinction noises char- 
acteristic of “snap-action™ 
controls. Gasapack control 
is positive — but QUIET! 


Besides, Gasapack gives you 
complete flexibility in de- 
sign and application. Select 
the manual control — and 
add either the Electric Top 
or Thermomatic Top any 
time. Or supply your unit 
with either automatic 
control, as you desire. 


















‘ 





Designed for modern heating equipment and to 
help you meet competitive conditions, the A-P 
Gasapack offers you all the controls you require 
in ONE compact unit — from OnE dependable 
source. It offers you economy in production and 
inventory, simplicity in service, thorough satisfac- 
tion in use and complete DepenpaBILity, backed 
by A-P’s unmatched research and many years of 
experienge in engineering and production of heat- 


ing controls 





Only A-P’s Gasapack Offers All These Advantages... 


= 


| 


Built-in pressure regulator, 
pilot filter, main and pilot 
valves, 100% automatic, 
fail-safe pilot. AGA listed. 


Only One unit to assemble 
to heater or furnace. Elim- 
inates up to five separate 
control units, with their 
joints and connections. 


Simplifies assembly. Re- 
duces purchasing and inven- 
tory costs. Simplifies field 
installation and _ service. 
Offers wide adaptability. 


Available for manual or ther- 
mostatic temperature con- 
trol to meet your needs. One 
unit to stock for either type. 


Choice of two of ther- 
mostatic control, for factory 
installation or for sale as 
accessories. Extremely sim- 
ple installation. 


True Mutti-stace flame 
regulation with either type 
control — flame “stages” in 
perfect response to heat 
emand. 
Compact, size—3%” x 5%" x 
5% You don’t have to allow 
room for clumsy, old-fash- 
ioned controls and piping. 


Absolutely Sttent — no 
annoying clicks or hum on 
manual or automatic oper- 
ation. A real selling point. 


Write today for Bulletin G-9 for the Complete Story 
You owe it to yourself — and to your product — to get the com- 
plete story on the Gasapack. Our research and engineering 


DABLE Controls 


For Modern Gas Heating 


A-P CONTROLS CORPORATION 


(formerly Automatic Products Company) 


2470 N. 32nd Street 


In Canada: A-P Controls C 


Milwaukee 45, Wisconsin 
, Ud., Cooksville, Ontario 





departments will help you solve specific application problems, 
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IRKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 
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ALTERNATOR SYSTEM 


















@ This forward-looking organization is “lower radio maintenance costs 

another one of the many Public Utilities more consistent radio operation 

= bean be advantages of the L-N There are L-N Alternator Systems rated at 
amen cs 57 ; 50 amps. and 80 amps. for 6-volt systems; 

On your two-way radio cars and trucks hae 60 to 150 amps. for 12-volt systems. 

ed wherever current demands es high Os For all the facts, write The Leece-Neville 

os ee Alternator System will give you: Company, Cleveland 14, Ohio, Automotive 
25 to 35 amperes with engine idling Electric Equipment for Over 40 Years. 
new freedom from battery troubles Distributors in principal cities 


longer battery life . ... Service Stations everywhere. 





BE SURE TO SPECIFY LEECE-NEVILLE 








ALTERNATOR SYSTEMS * GENERATORS ¢ STARTING MOTORS 


PEC - REGULATORS « SWITCHES « FRACTIONAL HP MOTORS 
eville = = Se wom ro tin 8S 
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TO KEEP COAL COSTS DOWN 





7#t ROCKLAND LIGHT AND POWER 
COMPANY’S NEW HUDSON PLANT 


Maximum operating economy, in spite of increasing 
power costs, was the primary consideration in the 
design of the new 120,000 kw. (ultimate capacity) 
steam plant of Rockland Light and Power Co., at 
Tomkins Cove, N. Y. 

The first unit, of 20,000 kw., in operation since 
March, 1949, is one of a series of standard plants— 
designed by Burns and Roe, Inc., Engineering Con- 
sultants, to realize the ultimate in economy from 
both plant layout and equipment. Richardson Auto- 
matic Coal Scales were selected to assure accurate 
records of coal consumption. 

Two Model EE39, 200-lb. units, one right hand 
and one left hand, each with 15T/Hr, capacity, auto- 
matically weigh coal from 290-ton overhead bunker 
to pulverizers. Scales were supplied complete with 
electric timer type “no-flow” alarm to warn of any 
interruption in flow of coal; dustproof, siftproof, 
double rack-and-pinion, ball-bearing gates to con- 


Kichwudsen, 


@® 5523 





MATERIALS HANDLING BY WEIGHT SINCE 1902 


trol flow; and dust-tight, flexible inlet connections 
to seal joints and eliminate pressure on scales. 

For over 40 years Richardson Automatic Coal 
Scales have been helping central stations and indus- 
trials eliminate preventable coal waste and produce 
more power at less cost...a g reason for calling 
on Richardson when you plan to modernize your 
present plant or build a new one. 


3 BULLETINS AVAILABLE 
Send For Them Today For Complete Information On: 


EE-39, for dust tight, average service—200-300 Ibs. 
per discharge—Bulletin No. 0150 

Model K-39, for pressure tight (up to 60” of 
water), large capacity service—400-500 Ibs. per dis- 
charge—Bulletin No. 0250 

Monorate, non-segregating coal distributor—Bul- 
letin No. 1349 


RICHARDSON SCALE COMPANY 

Clifton, New Jersey 
Atlanta © Boston °* Buffalo °* 
Cincinnati * Detroit * Houston © Minneapolis 
New York © Omaha © Philadelphia © Pittsburgh 
San Francisco * Wichita ©* Montreal * Toronto 


ie 


Chicago 
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»»- quality becomes 
insurance. 


The difference between a good instal- 
lation and a potential hazard usually 
depends on the fitting. It is poor econ- 
omy to furnish anything but the best, 
especially when the cost is so little. © 
When you specify Capitol Couplings, 
or any Capitol fitting, you get the finest 
it is possible to make with modern 


methods and machinery. 


Capitol Couplings conform to every re- 
quirement of the American Iron & Steei 
Institute, the Association of American 
Railroads, and the American Petroleum 


Institute. 





Ask your jobber about Capitol Couplings. ‘ 
(Si iI 
eg ; =———— er 
= = a + . —-—___ / 
| — D MFG. & SUPPLY CO. 
anne COLUMBUS, OHIO 
OUPLINGS — NIPPLES -—— UNIONS — RADIANT HEAT FITTINGS 





cunporiice —_ STEEL PIPE FITTINGS 
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RINNEAR 
STEEL 
ROLLING 
DOORS 


You save in at least three ways when you 
equip service openings with Kinnear Steel 
Rolling Doors. First, their smooth, easy, 
coiling upward action gives you full use 
of all surrounding floor and wall space. 
Materials of any kind can be stored within 
an inch or two of the doors, inside or out, 
without impeding their operation. They 
open completely out of the way of traffic, 
coiling compactly out of wind’s reach. 


= pit 
ts ae 











Second, Kinnear’s neat, strong curtain of 
interlocking steel slats assures long, de- 


The KINNEAR Manufacturing Co. 


Factories: 2060-80 Fields Ave., 
Columbus 16, Ohio 


1742 Yosemite Ave., 
San Francisco 24, Calif. 


Offices and Agents in Principal Cities 


POT 
Smooth Action and Ruggedness that PAY DIVIDENDS in Any Doorway 


tn oa ay 





Above installation shows how hood of Kinnear Rolling Door 


can be mounted on building exterior where desired. May 
also be concealed above lintel or mounted on inside wall. 


pendable, low-maintenance service. Up- 
keep costs are negligible. 

Third, the all-metal construction of Kin- 
near Rolling Doors gives you extra pro- 
tection against fire, intruders, wind and 
storm damage, and other hazards. 

Years of actual use in hundreds of build- 
ings prove the economy and high efficiency 
of Kinnear Rolling Doors. Motor or man- 
ual control. Easily installed in old or new 
buildings. Any size. Write for details 
today! 


ROLLING DOORS 
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GET LOWEST COST PER FOOT OF TRENCH 


Barber-Greene 
Ranchedd snvice DITCHER 


with WYORA-CROWD 


ALL-WEATHER 
ALL-GROUND 
PERFORMANCE 

















850255 
DESIGNED THROUGHOUT FOR UTILITY SERVICE 
e 15 m.p.h. road speed 05", 72", 102” eutting widths 
@ One-man operation e Digs clean trench—no ramp to be dug 


e Control! of digging — . -_ we Kees d by hand 
© Fingor-tip controlled hydraulic hoist, Hydraulic backfill blade available 
Fastest digging speeds under all con- ® Instant stop — quick reverse 
ditions — in everything from loam to e Heavier construction; better traction, 
coral rock, down to 48” deep — low bearing pressure 


FASTEST DIGGING UNDER ALL CONDITIONS 
Runabout digging speeds will TYPICAL DIGGING SPEEDS Feet per Minute 


vary according to soil condi- 
tions. Here are typical ex- 











amples of actual Runabout TYPE OF SOIL Boom Size | 5%” | 7%" | 10%’ 
performance: in 10 hours a 

Runabout drove 53 miles and Loose Loamy Soil Ideal Conditions. ...... 12-16 | 12-16 | 8-12 
dug 2320 of 5% x 36 average Gravel Soll—Loose............. 6-8 | 6-8 | 6-8 


trench. Another Runabout dug 














ever 1460’ of coral rock —= 50 Cemented Clay Gravel—Tight............ 3-6 3-6 3-6 
different services in an 8-hour Caliche, Partially formed Limestone......| 2-6 2-6 2-6 
day. Send for Bulletin 705-A = Coral Rock or Frozen Ground............ 1-5 1-5 1-5 
for full details. 

204 





Barber-Greene Company 
AURORA, ILLINOIS 





ELLIOTT COMPANY engineers have set the 

pace in so many new and successful onde 
equipment developments, that the attacking 

of old problems from new angles is an 

established Elliott characteristic. Whether 20 ecto 
it be a turbine-generator or a twin strainer— 

a condenser, or a tube cleaner for that 

condenser, the purchaser knows that the echanical Vrive ' 
product will have all the latest in design 

elements to insure long life, profitable 

operation and minimum maintenance. : 


“You're a step ahead with Elliott’’ means 





what it says, as many power stations know. he Cle 
| HEADQUARTERS AND GENERAL OFFICES 


JEANNETTE, PA. 


Plants at: JEANNETTE, PA. © RIDGWAY, PA. 
= -P- AMPERE, N. J. © SPRINGFIELD, O. «© NEWARK, N. J. 
DISTRICT OFFICES IN PRINCIPAL CITIES 








Approved service shops and distributors 
strategically located throvghout the United States 
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q Electrical and Gas Association of New York, Inc., holds Christmas luncheon, 
New York, N. Y., 1951. € 





q Edison Electric Institute, Accident Prevention Committee, will hold meeting, New 
Orleans, La., Jan. 7, 8, 1952. 





National Appliance and Radio Dealers Association will hold annual convention, Chi- 
cago, Ill., Jan. 13—15, 1952. 


E | 





or) 


Canadian Electrical Association, Engineering and Operating Division, Eastern Zone, 
will hold meeting, Montreal, Quebec, Canada, Jan. 14, 15, 1952. 





{ American Water Works Association, New York Section, will hold winter luncheon 


' mecting, New York, N. Y., Jan. 15, 1952. 








ry 


Merry Christmas, 1951! 
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q EEI Industrial Relations Com., Southeastern Electric Exchange Personnel Sec. and 
Southwest Personnel Group, will hold meeting, New Orleans, La., Jan. 17, 18, 1952. 





§ American Marketing Association begins winter conference, Boston, Mass., 1951. 
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Canadian Electrical Association, Eastern Zone, General Division, will hold meeting, 
Chateau Frontenac, Quebec, Canada, Jan. 21, 22, 1952. 


= 





American Gas Association will hold home service workshop, Chicago, Iil., Jan. 
21-23, 1952. 


=4 





Y American Institute of Electrical Engineers, will hold winter general meeting, @ 
New York, N. Y., Jan. 21-25, 1952. 











q Association of Railroad Advertising Managers will hold meeting, St. Louis, Mo., 
Jan. 25, 26, 1952. 





9 JANUARY @ 





{ Happy New Year, 1952! 














{ American Society of Heating and Ventilating Engineers will hold meeting, St. Louis, 
Mo., Jan. 28-30, 1952. 
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Courtesy, Union Electric Company of Missouri 
Photo by Walter Whitney 





An Early Bird on Christmas Morn 
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Needed—A Financial Relations 
Program 


The utility industries, confronted with the necessity 

of raising so much money, must by the same token 

meet the equally challenging task of getting their 

financial relations program in good shape as early 
as possible. 


By THERON W. LOCKE* 


industry is to complete the remain- 

ing $7.2 billion scheduled con- 
struction program for the years 1951- 
1954, it will need to improve its 
financial relations program so as to 
provide a more continuous source of 
information for the many financial 
men located all over the U. S. who 
must pass judgment in one way or 


[ the investor-owned public utility 


*For personal note, see “Pages with the 
Editors.” 
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another on the securities of these 
utility companies. While great strides 
have been made in the dissemination 
of information to financial men, the 
giving out of this information has 
generally been sporadic and far from 
uniform, and often has coincided with 
the period during which a company 
was doing financing. Between security 
offerings there has often been an 
almost complete void as to informa- 
tion. 

DEC. 20, 1951 
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Huge Financing Program Ahead 


N a recent meeting before the New 
York Society of Security Ana- 
lysts, George M. Gadsby, president 
of Utah Power & Light Company, 
speaking about the great construction 
program still ahead for the electric 
utility industry, noted that of the 
9-year program for the 1946-1954 
period of $16.6 billion, about $9.4 
billion had been spent up to August 
1, 1951, with $7.2 billion remaining 
through December, 1954. He noted, 
however, that the type of financing 
for the next three years would differ 
from the pattern of the past five years. 
In the period from January, 1946, to 
August 1, 1951, about $9.4 billion had 
been obtained from the sale of 41.4 
per cent debt securities, 8.8 per cent 
preferred stocks, 11.5 per cent from 
sales of common stock, and 38.3 from 
depreciation, retained earnings, etc. 
However, due to the poor perform- 
ance of the preferred stock market 
in recent months and apparent reduced 
interest in this type of security, the 
industry plans to sell about 40 per cent 
bonds and only 4 per cent of preferred 
stock. With about 36 per cent to 37 
per cent scheduled for depreciation, 
etc., the industry will have to sell 
around 19 to 20 per cent common 
stock—almost double the percentage 
of the 1946-1951 period. 

Although there are some who ques- 
tion that the preferred stock market 
will be as poor as this forecast indi- 
cates, recent issues already have re- 
flected much higher rates than were 
being required even three or four 
months ago and the trend still seems 
unfavorable. Hence the market has 
not yet even stabilized and it will need 
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to pass the test of a number of large 
issues on an equal or lower yield basis 
before it can be said that this forecast 
should be modified. Furthermore, with 
the government bond market still 
showing instability, even evidence of 
improved conditions in the preferred 
stock market would be no guaranty 
that a more permanent recovery in 
preferred stock marketing conditions 
had taken place. Therefore, until con- 
siderably more evidence is available 
over a period of months, there is no 
justification for disregarding this 
forecast. A more logical attitude is 
to accept the idea that 20 per cent 
of the $7.2 billion program for the 
August, 1951, to December, 1954, 
period must be obtained through sales 
of common stock. This would mean 
that in the forty-one months from 
August 1, 1951, $1,440,000,000 of 
common stock must be sold. On a 
comparative monthly average basis 
this means that in the forty-one 
months an average of $35,000,000 of 
common stock would have to be sold, 
whereas in the 67-month period from 
January 1, 1946, to August 1, 1951, 
only 11.5 per cent of $9.4 billion was 
obtained from the sale of common 
stock, or $1,081,000,000. This was 
equal to an average of $16,100,000 
per month. On this basis it is evident 
that more than twice the monthly 
average sales of utility common stocks 
must be made if this amount of stock 
is to be sold in this period. 


Successful Financing Requires Three 
Factors 


Pye the industry market this 
amount of common stock? To 
do so it must have: (1) a good stock 
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NEEDED—A FINANCIAL RELATIONS PROGRAM 


market; (2) very co-operative regula- 
tion to permit the maintenance of 
adequate earnings so as to attract the 
new equity capital so essential to the 
maintenance of proper capitalization 
ratios; and (3) an improvement in 
the present methods of supplying in- 
formation to analysts and other finan- 
cial men (not only in New York and 
a few other large cities, but to such 
men in all parts of the country) who 

‘must pass judgment on the company’s 
securities. 

One cannot forecast how long the 
present relatively favorable market 
for public utility common stocks will 
last. Historically, the Dow industrial 
averages are still on high ground and 
some further sharp market corrections 
are to be expected. The utility mar- 
ket is not particularly high histori- 
cally, but it has recovered sharply in 
the past year and on a percentage 
basis has advanced just as much as 
the Dow industrial average since the 
first of this year. Of course, if the 
general market takes a sharp drop, 
the utilities will drop with it to some 
extent. But utility stocks have ex- 
cellent defensive characteristics and 
where regulation permits the mainte- 
nance of earnings so that dividends 
can be adequately covered, the demand 
for the better grade of utility stocks 
should be almost constant even in a 


z 


declining market. This is due to the 
fact that the yields are quite generous 
today on numerous issues and many 
utility stocks would not fall far be- 
fore they returned so high a yield that 
they would attract institutional buy- 
ing. Utility stocks are becoming in- 
creasingly popular among pension 
funds, trust funds, etc., and recently 
relaxed regulations against the pur- 
chase of common stocks by certain 
other types of institutions have in- 
creased the market for utility stocks 
considerably. Hence, of all the differ- 
ent classifications of industry, the 
utilities seem to have the best chance 
to do equity financing, even if we 
should experience a rather adverse 
market. 

The utilities are also in excellent 
financial condition with relatively 
favorable debt ratios and good com- 
mon equity ratios. The tax increase 
to 52 per cent will reduce the earnings 
of many companies and rate increases 
are going to be necessary in numerous 
instances despite the benefit of the 
elimination of the 34 per cent electric 
energy tax. 


Co-operative Regulation Essential 


} yrange the successful financing of 
the construction program re- 
quires good earnings, the most im- 
portant problem facing the utilities is 


the remaining $7.2 billion scheduled construction program 


q “Tr the investor-owned public utility industry is to complete 


for the years 1951-1954, it will need to improve its financial 
relations program so as to provide a more continuous 
source of information for the many financial men located 
all over the U. S. who must pass judgment in one way or 
another on the securities of these utility companies.” 
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regulation. The writer has noted that 
many more financial men are now tak- 
ing regulation into consideration in 
their analysis of a utility security. He 
has long held that adverse regulation 
must be given weight in comparing 
the attractiveness of one utility com- 
mon stock with another, and has cau- 
tioned those he advised to confine 
their purchases of utility stocks to 
companies in those states in which the 
regulatory atmosphere is co-operative 
and realistic. This idea is fortunately 
spreading. It is hard on the companies 
where regulation is unrealistic, theo- 
retical, academic, or just “crackpot” 
in character, but this is a problem that 
a utility company so handicapped 
must face and deal with as best it can. 
If its cost of financing rises because 
investors will not put their money in 
its securities because of regulation 
which is too restrictive and not real- 
istic, it must fight this adverse regula- 
tory situation in every way possible. 


— many utility companies seem 
to feel that they must maintain 
cordial relations with the regulatory 
authorities, and tend to give in to the 
commission or its staff rather than 
have a continuing difference of opin- 
ion. This attitude, while laudable from 
some aspects, fails to take the investor 
into account. Capital has no sym- 
pathy. It is highly elusive and jittery. 
It will move with great speed from 
a spot where risk threatens to a safer 
haven. And the financial analyst or 
investment fund manager can move 
the holdings of investors from one 
state to another in a larger dollar 
amount and in a shorter period of 
time than many utility executives or 
regulators may realize. 
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Use the ForTNIGHTLY to Keep 
Abreast of Regulatory Trends 


iy is not difficult to keep track of 
changes in regulation in the vari- 
ous states. All that is needed is the 
keeping of some regular record of 
commission decisions. By means of 
the information published regularly in 
the Pusiic UTILITIES FORTNIGHTLY, 
a record can be kept of developments 
in each state. By making a notation 
of each action of a state commission 
on a page or pages, set aside for that 
state, the trend of commission philos- 
ophy can be noted. A notebook with 
a section for each state is all that 
is needed. It is surprising how well 
an opinion can be formed as to the 
climate of regulation in various states 
after keeping a record of this type for 
a year or two. Of course, it is also 
important to write for the more im- 
portant decisions and read them in 
detail, as the information in the 
FORTNIGHTLY is summarized and 
only a relatively few decisions can be 
included therein in detail. 


The Five Intangible Factors 


| beet year the writer gave a talk 
before the summer session of the 
University of Vermont on “Intan- 
gible Factors in Utility Analysis.” 
His conclusion was that there are four 
or five intangible factors which are 
of more importance in the analysis of 
a utility security than the balance 
sheet or income account. These factors 
were: (1) management; (2) terti- 
tory; (3) regulatory climate; (4) lo- 
cal or Federal competition; and (5) 
revenue characteristics. Management 
is a matter of comparison. The finan- 
cial analyst gradually gets a “feel” as 
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The Importance of Financial Assistance 


“a companies still do not think they need a full-time financial 
man. They are mistaken. For the great increase in the inter- 
est in utility stocks by investment trusts, pension trusts, trust depart- 
ments, mutual funds, and thousands and thousands of investors indi- 
cates that there is going to be a continuing need for a continuous 
program of financial relations—a method of telling the utility’s story 


continuously and fully. 


+”) 





to the ability of various management 
teams. It is a sum total of a lot of little 
things. His appraisal can and some- 
times is wrong. He finds he underesti- 
mates some and gives others too high a 
rating. And managements, like every- 
thing else in this world, are changing 
all the time. (Everything changes a 
little every day.) Key men die or are 
retired — all kinds of things change. 
Keeping in touch with management 
is one of the important parts of an 
analyst’s job. It is surprising how 
many changes there have been in the 
managements of utility companies in 
the past two or three years. Some 
utility presidents feel they must carry 
most of the burden. They are not 
smart to do this, for it may kill them 
and they are too valuable to their 
company to have this happen, not to 
speak of their family and associates. 
The best management is a team with 
a lot of juniors on the rungs of the 
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ladder — the more the better. While 
keeping in touch with managements 
is an important part of an analyst’s 
job, it is just as important for the 
company to keep in touch with as 
many of its stockholders as it can. 
Some companies see to it that all 
holders of 500 to 1,000 shares or more 
are visited personally by a company 
official at least once a year. 


- | \ERRITORY is very important. It is 
all a utility has to work with. The 
company has to take what it has and 


do its best with it. It can’t move to 
another more favorable area like a 
steel or a chemical company. It must 
stay put. In this area regulation 
plays a major part, for with a co- 
operative and understanding commis- 
sion a utility management can do so 
much more than if it is handicapped 
by an unrealistic or unco-operative 
regulatory group. Competition? How 
DEC. 20, 1951 
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is it being handled? Is bungling mak- 
ing it worse? Is it being handled 
wisely? 

How much information on these 
subjects does the average utility give 
to those financial men who must pass 
judgment on its securities ? Some give 
quite a lot. Many give very little. 
Some of these subjects are almost 
taboo with some managements. Rela- 
tions with state commissions are a 
secret matter to be discussed in a 
hushed voice. It is often said that a 
utility has no secrets—that as a pub- 
lic utility its every act is public infor- 
mation. That is fortunately true in a 
growing number of companies, but 
there are still some managements that 
seem to feel that a stockholder or 
financial man should take whatever 
information the company hands out 
and not ask questions. 


Understanding the Financial Analyst 


I’ the utility executive will consider 
the financial analyst as a pro- 
fessional man, he will understand his 
work and his problems better. For 
the analyst is a professional man — 
just as much so as a lawyer, doctor, 
or certified public accountant. But the 
financial analyst is a professional man 
without a recognized professional 
standing. The profession is an old 
one—as old as finance itself. But in 
the past the analyst has been hidden 
in the background. His studies were 
generally made for a bank, insurance 
company, investment trust, or private 
investment group, and hence were 
seldom seen by the public. But in the 
past ten or twelve years, due to the 
breaking up of the various holding 
companies and the coming on the 


market of the securities of over 100 
operating utility companies, the work 
of those analysts engaged in public 
utility analysis has become better 
known to the investing public, due 
to the wide public participation in the 
stocks of the holding companies and 
later of their operating subsidiaries, 


6 Benne are relatively few analysts 
who can spend all of their time 
exclusively in utility analysis. While 
there are over 1,000 investment firms 
in New York alone that are members 
of the New York Stock Exchange, 
and many nonmember firms as well 
in New York and all over the United 
States, a good many of these firms 
are relatively small and cannot afford 
to hire an analyst to spend all of his 
time on utilities. This is particularly 
true now that utilities have advanced 
in market price and seem to offer 
more limited appreciation prospects 
than certain industrial or railroad 
stocks. A great deal of the work done 
by financial analysts is concerned with 
digging out overlooked stocks which 
seem to be behind the market, or 
which for one reason or another, 
seem to have more attraction than 
some other stock, If an analyst is kept 
informed by a utility he is more likely 
to select its stock to buy than one on 
which he is less well informed, assum- 
ing both are of satisfactory quality. 

Fortunately for the utilities, more 
and more analysts are realizing that 
this group of stocks is attractive to 
individuals for income and stability 
of earnings and dividends in good and 
bad times alike, and attractive to pen- 
sion funds, trust funds, and invest- 
ment trusts for the same reason. 
Hence the demand for utility stocks 
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is likely to be relatively continuous 
and sustained. But these stocks are 
not too interesting for those who want 
to make money in the stock market 
on a 6- to 12-month basis. 


fb jp stocks are retailed to the 
public by investment houses. 
They are often not “sold” in the same 
sense to institutions such as pension 
funds, trust funds, investment trusts, 
‘hanks, etc. Those people are profes- 
sional buyers. They “buy” from in- 
vestment houses. Generally they do 
not have to be “sold.” Much of the 
success Of new common stock offer- 
ings of utility stocks depends on the 
acceptance of the new issue by this 
institutional group of professional 
buyers. And it is just as impor- 
tant for the utility officials to get 
acquainted with and keep in touch 
with these buyers as with the various 
analysts. Often it is even more im- 
portant because some of these funds 
may hold 50,000 to 100,000 shares of 
the stock of one utility company. 
New York city is a great marketing 
place for utility securities but in most 
cases utility companies which go there 
to market new issues sell these issues 
to underwriting groups. These groups 
are made up both of wholesaling and 
retailing firms located not only in 
New York, but often in all parts of 
the country. The new issue which 
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has been sold eventually may go to 
thousands of individual investors all 
over the U. S. From then on, this 
ultimate stock owner must look to the 
local dealer who sold him the stock 
for up-to-date information or to his 
bank or financial adviser. Relatively 
few go direct to the company. Hence 
there is no direct continuing link for 
providing this individual with con- 
stant up-to-date data on his company. 
But there should be. Large holders 
should be visited at least once a year 
by a company official. Small holders 
should be kept informed by informa- 
tive quarterly stories of progress with 
figures to prove it. 


Annual Reports Must Be More 
Informative 


H’’ much information on terri- 
tory, regulation, franchise, com- 
petition, and changes in the industrial 
percentage of revenues is furnished 
regularly? The average annual report 
is woefully deficient in this respect. 
Most utilities do not tell their story 
too well. Some don’t even tell you 
where they operate, except by means 
of a map. Maybe a lot of this addi- 
tional data should be put in a booklet 
for financial men, and not included 
in the annual report. In any event, 
even though a lot of it is in the 
prospectus, the story on “Character 
of Territory, Regulation, and Com- 


tions, or customer relations, or employee relations. . . 


q “FINANCIAL relations are just as important as public rela- 


To the average investor, a utility can be only as good as 
the information he gets about a company. Better that the 
company give out the information than that the investor get 
confused or incomplete data from some other source.” 
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petition,” should be spelled out some- 
where and made available to those 
many men (not only in Wall Street, 
but all over the United States) who 
have to make a decision on the rela- 
tive attractiveness of each company’s 
securities. These men include pro- 
fessional financial analysts, trust offi- 
cers, estate managers, executors, life 
insurance, fire insurance, investment 
trust, large fund managers, pension 
fund administrators, etc. 


Many Utilities Need Full-time 
Financial Relations Officer 


8 ew financing job ahead over the 
next three years is very large. 
It needs careful planning. Many utili- 
ties need a full-time financial man. 
Until now many company presidents 
have assumed that job. But financial 
relations is a specialized type of work. 
It requires a man who can spend all 
his time at it. It means providing a 
continuous flow of information about 
the company to all those interested in 
its financial affairs. One by one able 
analysts are being hired by the more 
alert and aggressive utility companies 
to help in developing improved finan- 
cial relations. The cost of adding such 
a man to the average utility is small 
in relation to the good he can do. He 
can relieve the president of a great 
deal of detail, help in building and 
maintaining financial contacts in New 
York and other centers, and be of 
great assistance to other company offi- 
cials, such as comptroller, treasurer, 
etc. 

Many companies still do not think 
they need a full-time financial man. 
They are mistaken. For the great 
increase in the interest in utility 
stocks by investment trusts, pen- 


sion trusts, trust departments, mutual 
funds, and thousands and thousands 
of investors indicates that there is 
going to be a continuing need for a 
continuous program of financial rela- 
tions—a method of telling the utility's 
story continuously and fully. At pres- 
ent, most utilities are not set up to do 
this, nor are they educating any par- 
ticular executive to spend all of his 
time doing it. 

Utility companies should begin now 
to plan for the tremendous amount of 
financing still ahead. They should set 
up an information program—develop 
some ideas as to how they can better 
keep financial men informed regularly 
and continuously. The writer is doing 
some work along this line and will be 
glad to discuss it with those interested. 
It involves much more than speaking 
before the New York Society of 
Security Analysts. This contact with 
Wall Street analysts is very impor- 
tant, but still very sporadic today, 
because this society has so many com- 
panies to cover that it can schedule a 
company only once every twelve to 
eighteen months! There are a good 
many financial men not in Wall Street. 
The utility must prepare a program 
that will service them all, by telling its 
story regularly and continuously, and 
as completely as possible. 


Quarterly Information Bulletins 


page does not permit the outlining 
in any great detail of the ways 
in which the information about a 
company could be supplied financially 
interested investors and analysts regu- 
larly, continuously, and as fully as 
possible. But two or three steps which 
could be taken by the industry are 
discussed below. For example, the 
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Special Virtues of Utility Stock 


se 


. utility stocks have excellent defensive characteristics and where 


regulation permits the maintenance of earnings so that dividends can 

be adequately covered, the demand for the better grade of utility stocks 

should be almost constant even in a declining market. This is due to 

the fact that the yields are quite generous today on numerous issues and 

many utility stocks would not fall far before they returned so high a 
yield that they would attract institutional buying.” 





quarterly statement sent out by Cleve- 
land Electric Illuminating Company 
is very helpful and is a good idea of 
what we have in mind. It gives not 
only a comparative earnings statement 
for the twelve months ending that 
quarter, but also a balance sheet. This 
information should be sent out every 
quarter by every utility in the United 
States. It could well be supplemented 
by data on the construction program, 
details of financing completed since 
the previous annual report, and the 
inclusion of various ratios of capitali- 
zation, the book value, average resi- 
dential rate and kilowatt-hour use, 
etc. (Illinois Power Company sends 
out a very interesting financial sum- 
mary along this line.) Also, the reve- 
nues should be broken down, even in 
a quarterly statement, to show resi- 
dential, farm, commercial, industrial, 
and other revenues. (See the West 
Penn Electric reports.) The statement 
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should also include comment on any 
unusual development affecting the 
company, either from the standpoint 
of regulation or of new industries, 
changes in the territory, new REA 
developments, or government plants, 
etc. Any sharp change in earnings 
should be explained. 


HIs quarterly publication should 

go to all institutional investors— 
all banks, trust departments, schools, 
colleges, investment trusts, mutual 
funds, churches, bank officers, and 
investment analysts. The list of those 
desiring this data could be compiled 
by sending a copy to this complete 
list and asking those who want to re- 
ceive it, to mail back a signed card. 
Then this revised list should be 
combed each year to eliminate dupli- 
cations where four or five copies go 
to one institution, and every recipient 
should be asked once a year whether 
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or not he wants to continue to receive 
these data. 

At the time of preparation of the 
annual report, much of this accumu- 
lated data could be assembled in a 
special financial section for those par- 
ticularly interested in this phase of 
the company. Or, they could be put 
into a separate booklet and sent out 
just to this list of those financial men 
who had said they want to receive 
this additional data. 


Summarize Data to Save Reader's 
Time 


HE utilities must adopt some such 

program because most financial 
analysts never can find enough time 
to keep in touch with each individual 
company to get information. Many 
analysts have to work on other indus- 
tries as well as utilities. Some are not 
in a position to keep fully informed 
on numerous utilities, but still have 
to write reports, or give an opinion. 
They may tend, therefore, to favor 
those companies on which informa- 
tion is most easily available and ignore 
others where it is harder to get the 
necessary up-to-date data. The num- 
ber of professional financial analysts 
who are able to spend all of their time 
studying utilities (and nothing else) 
is probably much smaller than many 
utility officials realize. 

As chairman of the public utility 
division of the New York Society of 
Security Analysts for three years, and 
its secretary for one year, the writer 
had a hand in developing the present 
utility forums and invited numerous 
utility presidents to give their first talk 
before the society. He has been very 


much interested for years in improv- 
ing the relationship between the utility 
industry and the financial fraternity 
in every way possible. Hence, the 
ideas expressed in this article are not 
suddenly thought-up ideas, but are the 
result of much thought and discussion 
with financial men and utility men. 


Financial Relations a Powerful, 
Poorly Used Tool 


| pssst relations are just as 
important as public relations, or 
customer relations, or employee rela- 
tions. Utilities pride themselves on 
constantly trying to improve public 
relations, keeping up with employee 
relations, etc. Why then should they 
consider financial relations a tempo- 
rary “on again, off again” proposi- 
tion? 

When a utility wants money it 
comes to New York and tells its story. 
For many companies that is the only 
time analysts see or hear from a com- 
pany until the need for money once 
again brings some of its officers to 
New York. You have to cultivate and 
develop your financial relations just 
as you would care for a rose bush. [f 
you do not, you may find the bright 
bud of improving financial relations 
which had seemed ready to blossom 
forth in full bloom has withered to a 
mere shell of something that started 
out good, but got hit by the frost of 
negligence. To the average investor, 
a utility can be only as good as the 
information he gets about a company. 
Better that the company give out the 
information than that the investor get 
confused or incomplete data from 
some other source. 





DEC. 20, 1951 


868 





Accounting for Tax Amortization 
Of Defense Facilities 


What effect will the accelerated tax amortization privileges, 

granted by the Federal government to some public utilities as 

an incentive to build plant facilities exclusively for national 

defense, have on long-range rate regulation? Here is a factual 

description of safe and sound accounting for tax amortization 
of defense facilities by utilities. 


By E. E. 


UITE a bit has been written 
O about the special 5-year amor- 
tization privilege accorded un- 

der § 124 A of the Internal Revenue 
Code. However, not too much atten- 
tion has been paid to the special prob- 
lems which it creates for a regulated 
industry such as the electric utility 
industry. This writer believes that 
there are enough differences in the 
circumstances and conditions under 
which they operate to warrant an ex- 
haustive exploration of their problem. 
That is the purpose of this article.’ 
The allowance of 5-year amortiza- 
tion is contingent upon the subject 


*For personal note, see “Pages with the 
Editors.” 

1 Editor's note: For regulatory discussion 
and decision by the Michigan Public Service 
Commission affecting this problem, see Re 
Detroit Edison Co. PUR NS 76, pre- 
peated in Pustic Utimitres FortTNIGHTLY, 

ovember 8, 1951. 
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property being essential to the defense 
effort. This determination is made by 
the Defense Production Administra- 
tion and as evidence thereof necessity 
certificates are issued by that body. 
Unlike a similar provision which was 
effective during World War II, the 
present law requires DPA to give 
consideration to the probable economic 
usefulness of the facilities after the 
emergency. 

Right here is the first point of dif- 
ference between the electric utility 
industry and other industries. The 
major part of the investment in new 
facilities, for which electric utilities 
have sought necessity certificates, in- 
volves generating stations and trans- 
mission lines. This type of property 
will obviously be useful after the emer- 
gency period, since ordinary custom- 
ers can be served from it as well as 
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special defense industries. Where a 
special line and/or substation is in- 
stalled to serve a particular customer 
engaged solely in defense work, that 
investment would quite likely have no 
economic usefulness after the emer- 
gency. The latter type of property 
investment, however, constitutes a 
relatively minor percentage of the 
total additions which the electric com- 
panies must make in order to keep up 
with demand. 


— in the case of generating and 
transmission facilities, which 
seemingly are certain to be useful after 
the emergency, there is the possibility 
that they then may represent capacity 
in excess of normal, postemergency 
demand. If so, these facilities might 
not be able to earn a normal return. 
This possibility should be given con- 
sideration in determining the percent- 
age of cost which may be amortized 
in five years. Otherwise, the utility 
may be penalized for attempting to 
meet the present extraordinary de- 
mand for electric energy. 

In a few of the basic industries such 
as steel, the same possibility of ex- 
panding beyond normal postemer- 
gency needs is also present. Hence this 
problem is not wholly restricted to 
utilities. But it is a different situation 
than will arise in the case of a plant 
built solely to turn out tanks or plane 
engines or like equipment which has 
no domestic or industrial usefulness. 

The granting of necessity certifi- 
cates was not only designed as an in- 
centive to add facilities per se, but also 
as an inducement to bring them into 
production more quickly than would 
otherwise be necessary. The demand 
for electricity has been growing tre- 
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mendously ever since the end uw 
World War II. The electric utility in- 
dustry has been adding capacity at an 
unprecedented rate simply to keep up 
with that postwar, peacetime growth. 
It should be pointed out that an in- 
crease of generating capacity involves 
forward planning of two to three 
years in advance of need. The prin- 
cipal limiting factor here is the time 
it takes to build the turbine generators 
and auxiliary equipment. 


I‘ many cases then the utility is sim- 
ply going all-out to speed up the 
completion of projects which were 
originally planned for the satisfaction 
of future normal demand. The ca- 
pacity will be made available sooner 
so as to meet defense requirements. 
Often this will increase the cost by 
reason of premium wages and other 
incentives to speed up the program. 
The special 5-year amortization allow- 
ance is thus fulfilling the rdle intended 
by Congress by providing an induce- 
ment to undertake this acceleration in 
support of the defense effort. 

It has been pointed out above that 
the 5-year amortization allowance pro- 
vides an incentive to add new capacity 
and to bring to earlier completion ad- 
ditions which may already have been 
planned. Just what form does this in- 
centive take and what is the extent of 
it? This can best be illustrated by a 
simple example. Let us assume that 
with respect to a power plant costing 
$20,000,000, DPA should grant a 
necessity certificate allowing special 
amortization of 50 per cent of such 
cost. 

The amount subject to amortization 
would be $10,000,000. Each year 
$2,000,000 would be deductible for 
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The Postemergency Factor 


<4 HE allowance of 5-year amortization is contingent upon the 
subject property being essential to the defense effort. This 
determination is made by the Defense Production Administration and 
as evidence thereof necessity certificates are issued by that body. Unlike 
a similar provision which was effective during World War II, the 
present law requires DPA to give consideration to the probable 
economic usefulness of the facilities after the emergency.” 





income tax purposes, with a conse- 
quent tax reduction of $1,000,000 at a 
50 per cent tax rate. The total tax 
reduction over five years would be 
$5,000,000. 

Had there been no provision for 
special amortization, this $10,000,000 
would have been deductible (for in- 
come tax purposes) as depreciation 
over a substantially longer period. Let 
us assume a life of thirty years. If the 
tax rate remained at 50 per cent dur- 
ing all that time, the tax reduction 
would be $5,000,000, the same as un- 
der the amortization plan. Thus, the 
amortization privilege provides assur- 
ance of only one thing; namely, that 
the tax reduction will be realized in 
five years instead of being spread over 
thirty years. It does create the possi- 
bility of a further benefit if the tax 
rates are less after the amortization 
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period than during such period. By the 
same token, if tax rates were higher 
after the amortization period the tax- 
payer would have suffered a detriment. 
No one can prophesy what tax rates 
will be over the next thirty years. Ac- 
cordingly, the extent of the benefit to 
be gained from special amortization 
can be said to be the use of the addi- 
tional funds provided by reason of the 
tax reduction having been realized in 
five years instead of in thirty years. 


Nov let us look at the electric util- 
ity company which has received 
a necessity certificate and consider the 


accounting aspects. If the subject 
property quite obviously will not be 
useful after the amortization period, 
it should be amortized on the books as 
well as for income tax purposes. There 
would seem to be no occasion for 
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argument with respect to such prop- 
erty. But as has already been stated, 
most of the utility property for which 
necessity certificates have been issued 
will continue to be useful. 

There seem to be three possible 
alternatives in accounting for the lat- 
ter situation: 


(1) Charge the special amortiza- 
tion on the books in lieu of deprecia- 
tion, with a resulting reduction in net 
income equal to the excess of net 
amortization after income tax over 
net depreciation after income tax. 

(2) Take amortization deductions 
for tax purposes but make no charge 
on the books other than for normal 
depreciation. Net income will be in- 
creased by the excess of tax reduction 
due to amortization over tax reduction 
due to depreciation. 

(3) Take amortization for tax pur- 
poses but continue to charge normal 
depreciation on the books. Then make 
a further charge on the books equiva- 
lent to the tax reduction arising by 
reason of amortization (instead of de- 
preciation ) and credit this to a reserve. 
After the amortization period the re- 
serve would be channeled back into 
income in annual amounts equal to the 
tax increase arising from the fact that 
no depreciation can then be claimed 
with respect to the fully amortized 


property. 


renege we explore these alterna- 
tives to try to foresee the conse- 
quences which might be expected to 
flow from their adoption. 

Alternative No. 1 results in an im- 
plication that because we are taking a 
deduction for income tax purposes we 
are required to charge it on the books. 
This is not true. There are many dif- 
ferences between taxable net income 
and book net income. The former is 
strictly a statutory concept which has 
been developed over the years, con- 
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taining numerous departures from 
recognized accounting principles, 
Since it is well understood that book 
net income and taxable net income 
may and often do differ substantially, 
there is no necessity to make an excep- 
tion with respect to amortization of 
defense facilities. Charging amortiza- 
tion on the books would cause a sub- 
stantial reduction in net income. While 
it might not be sufficient to jeopardize 
dividend payments it could well have 
an adverse effect on the market price 
of the stock. Thus the stockholder 
would suffer from a policy which was 
intended by Congress to be of benefit. 
The only alternative would be to re- 
quest a rate increase equal to the ex- 
cess of the amortization charge over 
normal depreciation. Then, after the 
amortization period, rates should be 
reduced. But this would in effect make 
the present customers pay in full for 
plant facilities which will in fact be 
used by future customers. Thus, it 
would not seem possible to assure 
equitable treatment to both stockhold- 
ers and customers by the adoption of 
Alternative No. 1. 


y gape No. 2 would result in 
a substantial increase in net in- 
come. Congressional intent was that 
such funds would help to finance a 
part of the emergency facilities them- 
selves. But if net income reflects a 
substantial increase, will there not be 
a demand for higher dividends on the 
part of stockholders? Obviously, the 
directors should resist such a demand 
and explain to the stockholders that 
such funds should be held in the busi- 
ness, pointing out that there is simply 
a deferment of income tax to the fu- 
ture, not an out-and-out saving. But 
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what if the increase in net income is 
seized upon as an excuse to agitate for 
reduced rates? Could the utility hope 
to give a satisfactory explanation of 
such a complex subject to the mass of 
customers? Here is another area in 
which the public nature of a regulated 
industry subjects it to pressures which 
are seldom encountered by the unregu- 
lated business. It is true that a regu- 
latory commission having jurisdiction 


' presumably would be sufficiently in- 


formed to understand and appreciate 
the utility’s position. Nevertheless, 
the commission would be put on the 
spot and itself become subject to pub- 
lic and political pressure. 

We have left then Alternative No. 
3. In brief, this method of account- 
ing would avoid the pitfalls of the 
other two by not allowing net income 
to be affected at all by the decision to 
take advantage of the special amorti- 
zation privilege, either during the 
amortization period or thereafter. By 
holding the immediate tax reduction 
in a reserve we do not distort net in- 
come during the amortization period. 
Likewise we avoid distortion there- 
after by utilizing the amount reserved 
to offset future increases in income tax 
resulting from rapid amortization. 


| gee we should outline more 
fully the details of this method of 
accounting and then subject the results 
to the test of reasonableness. This can 
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Annual amortization deduction for income tax (one-fifth) 
Annual depreciation deduction for income tax (30-year 
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best be done by going back to our 
previous example involving an amount 
of $10,000,000 subject to special 
amortization. (See table below.) 

On the books we will continue to 
provide for depreciation on the sub- 
ject property on the basis of a 30-year 
life, or $333,000 annually. However, 
for tax purposes we will deduct amor- 
tization of $2,000,000 so that our in- 
come tax will be $833,500 less than it 
would be on a depreciation basis. The 
entries will be as follows: 

The actual income tax due (using 
special 5-year amortization) will be 
charged to expense as Provision for 
Current Federal Income Taxes and 
credited to tax liability account. 

The reduction in tax due to special 
amortization ($833,500) will be 
charged to an expense account “Pro- 
vision for Deferred Federal Income 
Taxes” and credited to “Reserve for 
Deferred Federal Income Taxes.” 


AN the end of the amortization pe- 
riod the Reserve for Deferred 
Income Taxes will contain a balance 
of $4,167,500 (5 x $833,500). The 
property will have been fully amor- 
tized for income tax purposes so that 
no further deductions, either as amor- 
tization or depreciation, are allowable. 
During the balance of the life of the 
property (twenty-five years) the en- 
tries will be as follows, assuming a 
constant tax rate of 50 per cent: 


Charge depreciation expense $333,- 


$10,000,000 
2,000,000 
333,000 


Excess of amortization over depreciation ...........-++.. 
by reason of amortization in 


lieu of depreciation (50% tax rate) .......eeeeeeeeeee 


833,500 
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000 and credit depreciation reserve. 
This is same amount as was provided 
annually on the books during the 
amortization period. 

The actual income tax due (no fur- 
ther depreciation deductible) will be 
charged to expense as Provision for 
Current Federal Income Taxes and 
credited to tax liability account. 

The increase in tax by reason of the 
fact that depreciation is not deductible 
will be $166,500 (50 per cent of $333,- 
000). Charge this amount to Reserve 
for Deferred Federal Income Taxes 
and credit an expense account “Por- 
tion of Current Federal Income Taxes 
Deferred in Prior Years.” 


It is evident from the above that 
over the life of the property, which 
encompasses the 5-year amortization 
period plus twenty-five years there- 
after, we will have provided deprecia- 
tion on a uniform basis. Furthermore, 
if the income tax rate remains con- 
stant during that period, the amount 
reserved for deferred income taxes 
will have been completely eliminated, 
having been passed back through in- 
come. The benefit through having had 
the use of the tax reduction earlier un- 
der the amortization plan will auto- 
matically find its way into income, 
since it will have reduced the amount 
of outside funds which the taxpayer 
would otherwise have had to borrow 
to finance construction. 


oe happens if the income tax 
rate does not remain constant or 
the property is retired before the end 
of its estimated 30-year life? Simply 
this: If the tax rate is higher during 
the postamortization period, the re- 
serve for deferred income taxes will 
be washed out proportionately faster. 
Conversely, lower tax rates would 


slow up the process of passing the re- 
serve accumulation back through in- 
come. In either case, retirements of 
property as they occur would be ac- 
companied by a transfer of a propor- 
tionate amount of the remaining re- 
serve balance to income. 

The logic of the above approach 
seems unassailable. The primary aim 
of accounting is to match current costs 
against current revenues. In doing 
this we must not fail to recognize costs 
which accrue in the future as a result 
of the current transaction. That is ex- 
actly the situation with which we are 
confronted in the case of special 5- 
year amortization. No one will dis- 
pute the fact that by availing ourselves 
of this privilege we are obtaining an 
immediate benefit in the form of re- 
duced taxes but at the expense of in- 
creased taxes in the future. Hence it 
is only logical to insist upon a reserva- 
tion of the present benefit so that it 
will be available to take care of the 
future liability. Otherwise we have a 
distortion which does not reflect the 
true state of affairs. 

This problem is present with respect 
to quick amortization of any property 
which is likely to have a useful life 
well in excess of the 5-year amortiza- 
tion period. It is doubly important in 
the case of a regulated industry where 
there exists the possibility that any 
immediate benefit might be appro- 
priated for the ratepayer without re- 
gard to the future liability which must 
be met. In view of this possibility and 
the demonstrated logic of the above 
described accounting treatment, it is 
submitted that here is a solution which 
will result in equitable treatment of all 
the parties at interest. 
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Transit’s Unfair Fare Lag 


The transit industry’s economic problem results, in 
part, from the lag between increased operating 
expenses and adequate fare structure. 


By PHILIP B. WILLAUER* 


HE same economic laws that ap- 
To to the price of bread apply 
to the price of a bus or streetcar 
ride. The fact that the state assumes 
the right to regulate the latter will in 
no way prevent disaster if, in exercis- 
ing the power, it puts the price below 
cost. For a number of years the close 
observer has had little difficulty in 
forecasting the near arrival of a time 
when operating economies, the shear- 
ing of profits, the improvements in 
practices and operation would no 
longer suffice to keep even the slight- 
est of margins between income and 
outgo and when the public faced either 
the marked deterioration of service, 
no service at all, or an increased fare. 
The time is here. The public is 
squarely and fairly confronted with 
the alternatives of a service which 
will not meet its needs, or an increase 
in price commensurate with the in- 
crease in the cost of doing business. 


*For personal note, see “Pages with the 
Editors.” 
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Do the words of the preceding 
paragraphs strike a responsive chord? 
Do they seem appropriate? They were 
penned thirty-three years ago’ when 
the transit industry was confronted 
with much the same circumstances, 
problems, and suggested remedial 
measures upon which its attention is 
centered today. 

Just as pertinent today as then are 
the observations that “The ultimate 
rate of fare will be materially affected 
by the extent to which communities 
permit taxes and imposts to be placed 
upon the utilities”; and “there seems 
to be no agreement as to the method 
of fare increase that should be 
adopted.” 


HE overpowering sense of being 

assigned a part in the revival of 
a play popular in another era is intensi- 
fied with this quotation, taken from 
the same article, of the 1918 plea of 
an “able” transit executive: “We 
should have the sympathy and good 
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will of public officials and regulatory 
commissions and the complete confi- 
dence of the public so that whatever 
relief is required will be promptly and 
freely granted whenever needed.” 


err fare relief is one of the 
most urgent needs confronting the 
transit industry today. The remorse- 
less pincer-like movement of steadily 
advancing operating costs and declin- 
ing passenger volume place transit 
management in the same position it 
occupied in 1918, when neither “op- 
erating economies” nor “improve- 
ments in practices and operation . . . 
suffice to keep even the slightest 
margins between income and outgo.” 
One of the remedial measures called 
for in this situation and long past due 
is the practical application in the 
American transit industry of our pro- 
fessed faith in the material and 
spiritual superiority of our system of 
private enterprise. The preservation 
of private enterprise, like charity, must 
begin at home. As in 1918, it is 
urgently required that those charged 
with the responsibility of managing 
the systems of transportation which 
serve us locally throughout the nation 
be permitted to perform their function 
and actually, not nominally, be given 
the opportunity “to manage” their 
respective enterprises. 

Effective managerial authority in a 
dynamic economy in which wage and 
price levels are changing under the 
impact of inflationary forces and of 
recently established collective bargain- 
ing practices, must encompass a mini- 
mum control over product or service 
price. “Minimum control” under the 
most restrictive sort of definition must 
necessarily include the power to adjust 
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prices to assure a balancing of “in- 
come and outgo” on a current basis; 
and to adjust product or service price 
experimentally to ascertain the op- 
timum relation between volume and 
price. Management in the transit in- 
dustry is denied such minimum 
managerial control. 


|B pire the legislation prevailing in 
many of the states, the fares 
charged by transit companies cannot 
be increased until approval is had of 
the state public utility commission or 
other regulatory body. Generally, 
these regulatory agencies, both state 
and municipal, have authority of such 
scope that they can, and do, largely 
determine the speed with which ap- 
plications for fare increases are 
processed, and thus the time when the 
increased rates of fare become effec- 
tive. Such commissions are generally 
empowered to permit new tariffs filed 
with them to be placed in effect within 
a limited period, such as thirty days 
following the filing date; to suspend 
the placing in effect of such new tariffs 
for a per‘od of six months or more 
pending :nvestigation and hearing; to 
further suspend such effective date for 
an additional limited period; and in 
their discretion to authorize the put- 
ting into effect of temporary or in- 
terim rates pending completion of the 
investigation and issuance of the 
commission’s order. In actual prac- 
tice, this authority has in too many 
instances been exercised in such man- 
ner as to postpone for substantial 
periods the placing in effect of in- 
creased tariffs or rates of fare even- 
tually found to be justified. This is at 
once apparent from the tabulation on 
page 877 covering fare adjustment 
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applications made by ten companies 
operating in different sections of the 
nation. 

The picture presented by the experi- 
ence of these ten companies is fairly 
representative of the experience of 
transit management everywhere. 


HIs delay or time “lag” between 

the date fare relief is sought and 
the date a new tariff is put into effect 
has had a severe adverse financial im- 
pact upon the companies compelled to 
seek such relief. The disastrous fiscal 
consequences attendant upon such 
“lag” arise from the fact that the 
regulatory commissions are reluctant 
to act until the need for rate relief is 
so imperative that the financial re- 
sources of the company requiring re- 
lief are dangerously depleted in the 
course of the delay. 

Principally what is needed is a 
synchronizing of wage and fare ad- 
justments, and this is largely in the 
laps of the regulatory commissions. 
Labor costs have always been the prin- 
cipal cost item in the transit industry, 
and today this item alone takes about 
sixty cents out of every dollar of 


transit revenue. This is not true in the 
other public utility industries where 
labor costs average no more than 25 
per cent of revenue, except in the tele- 
phone industry where the ratio is 
somewhat higher. Consequently, the 
primary characteristic of collective 
bargaining during the postwar years 
—viz., annual “rounds” of wage in- 
creases—has posed a peculiarly diffi- 
cult problem for transit management. 

Regulatory commissions have not 
been willing to weigh requests for fare 
relief upon the basis of anticipated in- 
creases in wage rates. Unions have not 
been willing to postpone the effective 
date of all or part of the wage increase 
granted until the required fare in- 
crease is approved. Consequently, 
companies are paying out wage in- 
creases which are largely if not wholly 
the basis for fare relief, during all of 
the long “lag” period preceding the 
granting of fare relief. Bad as such 
situation is, it is only half of the story. 


) BD pene the inflationary postwar 
period, unions have with some 
justification shied away for the most 
part from labor agreements of more 
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TIME LAG BETWEEN APPLICATION TO REGULATORY AUTHORITIES 
AND EFFECTIVE DATE OF FARE INCREASES 


Ten Major Transit Companies? 


Company 
Baltimore Transit 


Twin City Rapid Transit (Minneapolis-St. Paul) 


Pittsburgh Railways 


Connecticut Company (New Haven) 
Gary Railways 

Fort Worth Transit 

Niagara Frontier Transit (Buffalo) 
South Carolina Power (Charleston) 
Tacoma Transit 

United Electric Railways (Providence) 


Date of 

Application 
For Fare Date of Time 
Increase Fare Increase Lag 

1/ 4/50 8/29/50 8 mos. 

48 10/22/49 10 mos. 

12 mos. 

7 mos. 

104 mos. 

104 mos. 

6 mos. 

4 mos. 

734 mos. 

6 mos. 

44 mos. 
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than a year’s duration. Thus, by the 
time fare relief is obtained to meet an 
increase in labor costs, transit man- 
agement is already faced with mili- 
tantly pressed demands for another 
“round” of wage increases. Mean- 
while, of course, a substantial operat- 
ing deficit has been incurred by reason 
of the “lag” between the effective 
dates of the prior wage increase and 
the fare increase which it compelled. 
And even this is still not the whole 


story. 


HERE have been few, if any, com- 

pulsions during the postwar years 
inducing unions to enter into new 
labor agreements on the date old con- 
tracts have expired. In fact, generally 
advancing price levels, necessities of 
national mobilization, and untoward 
events abroad have, if anything, here- 


tofore put a premium upon expansive 
wage demands and persistence in 
clinging to such demands. The result 
has been that in a great many in- 
stances, negotiated settlements or ar- 


bitration awards have materialized 
into contracts in the transit industry 
long after the expiration date of the 
contract supplanted. Yet the wage in- 
creases are invariably made effective 
as of the expiration date of the prior 
labor agreement. Thus, well before the 
time when a particular transit com- 
pany may be in a position to apply for 
fare relief, it is saddled with a sub- 
stantial though indeterminate retroac- 
tive pay obligation running not in- 
frequently into hundreds of thousands 
of dollars. 

Such retroactive wage payments 
cannot be recovered by the fare relief 
which is ultimately granted. Nor for 
that matter can the company recover 
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the thousands of dollars representing 
such wage increases paid out between 
the effective dates of the wage in- 
crease and the new tariffs. The in- 
creased labor costs resulting from such 
wage increases merely afford the basis 
for demonstrating to the regulatory 
body that a higher rate structure is 
required to defray the increased costs 
currently accruing and to assure a 
“reasonable” or “fair” future return 
on the basis of “fair value” and such 
increased costs. 


B h-v situation is well illustrated by 
the recent experience of Public 
Service Co-ordinated Transport, op- 
erating in the state of New Jersey. 
The company has a substantial history 
of collective bargaining with Amal- 
gamated® and its labor agreements 
have for the most part been for one- 
year terms. 

Negotiations for a new labor agree- 
ment to succeed the one expiring July 
1, 1947, proving abortive, arbitration 
ensued under the New Jersey act of 
March 26, 1946, as amended, provid- 
ing for state seizure and arbitration 
of unresolved labor disputes in the 
public utility industry. On August 14, 
1947, a general wage increase of 16.5 
cents, retroactive to July 1, 1947, was 
awarded by an arbitral board headed 
by George W. Taylor, one-time chair- 
man of the National War Labor 
Board and the current Wage Stabiliza- 
tion Board. In the opinion accompany- 
ing the award, Mr. Taylor acknowl- 
edged that such award represented “an 
increase of slightly in excess of $3,- 
100,000 a year,” and concluded that 
“mounting costs and decreasing reve- 
nues are a combination that cannot 
long be withstood. It is management's 
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Preservation of the Transit Industry 


¢ prow the transit industry enjoying the expanding markets char- 

acteristic of its sister industries in the public utility field, an 
operating loss in one year might not be too critical. But transit is not 
in an expanding market. Its passenger volume continues to decline 
under the impact of increased automobile registrations and other 
influences, and its credit position has steadily deteriorated. The time 
has come to translate glittering generalities concerning the preservation 

of private enterprise into action.” 





unenviable task to grapple with that 
problem.” Management “grappled” 
with the problem in the only way open 
to it, and on October 30, 1947, filed 
a tariff with the board of public utility 
commissioners requesting an increase 
from 5 to 7 cents in its zone fares. 
Hearings on the new tariff began 
January 12th and were concluded 
February 19, 1948. On May 5, 1948, 
the commissioners issued their order 
approving the 7-cent fare and author- 
izing the new rate to be placed in 
effect July 4, 1948—a full year after 
the effective date of the 16.5-cent 
wage increase awarded by the Taylor 
board. 


” the 12-month period ending July 
1, 1948, during which the company 
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paid out increased labor costs “in ex- 
cess of $3,100,000,” it also suffered a 
revenue loss in excess of $6,000,000 
by reason of the 8-month delay be- 
tween the application date and the 
effective date of the fare increase. The 
latter figure is computed as follows: 
The average fare per revenue pas- 
senger prior to the July 4, 1948, fare 
increase was 7.13 cents. Thereafter, 
by virtue of the new tariffs, the aver- 
age fare per revenue passenger was 
9.58 cents, or an increase of 2.45 cents. 
During the eight months between Oc- 
tober 30, 1947, and July 4, 1948, the 
company carried an average of over 
53,000,000 passengers monthly. By 
multiplying the number of revenue 
passengers per month by the increase 
in the average fare—namely, 2.45 
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cents—a “theoretical” revenue loss of 
roughly $1,300,000 per month is in- 
dicated. Experience has shown that 
such “theoretical” loss must be ad- 
justed to compensate for loss of pas- 
senger volume incident to the higher 
fare structure. A conservative as well 
as realistic estimate of the revenue loss 
is obtained by taking only 60 per cent 
of the “theoretical” loss or $1,300,- 
000. If this is done, the revenue loss 
monthly during the 8-month period 
approximated $780,000, or well in ex- 
cess of $6,000,000 for the total period. 

Meanwhile, just prior to the effec- 
tive date of the 7-cent zone fare, the 
one-year labor contract had expired 
July 1, 1948, without an agreement 
between the parties on the terms of the 
succeeding contract. Unquestionably, 
part of the difficulty in negotiating 
such contract terms was due to the 
then pending fare proceedings. Arbi- 
tration again had to be resorted to 
under the New Jersey law, the award 
of the arbitral board being handed 
down November 1, 1948. The award 
called for a 13-cent wage increase 
retroactive to July 1, 1948, plus an 
additional 2.5-cent increase effective 
April 1 to November 1, 1949. 


N December 14, 1949, the board 

of public utility commissioners 
issued its order continuing the in- 
creased 7-cent zone fare in effect. 
However, labor negotiations had once 
again failed to produce agreement 
between the company and Amalga- 
mated on new contract terms for the 
period commencing November 1, 
1949. The result was that the parties 
again were required to arbitrate their 
differences under the New Jersey act. 
On March 3, 1950, this statutory board 
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awarded a 7-cent-per-hour wage in. 
crease retroactive to November |, 
1949, plus an additional 6.5-cent-per. 
hour wage increase effective June 1, 
1950, to February 1, 1951. This latter 
wage increase was coincident with a 
forced reduction of the workweek 
from forty-eight to forty-four hours, 
effective June 1, 1950. 

Opposition to the 7-cent zone fare, 
effective July 4, 1948, was carried to 
the courts with the result that the 
commissioners were compelled to re- 
store the 5-cent zone fare on July 12, 
1950, pursuant to the decision of the 
New Jersey Appellate Court handed 
down two weeks prior thereto. The 
action of the New Jersey court enforc- 
ing the setting aside of the 7-cent zone 
fare was based principally upon the 
failure, from the court’s point of view, 
of the commissioners to arrive at a 
fair value for rate-making purposes 
on the basis of adequate evidence. 
Thus, following three general wage 
increases on August 14, 1947, Novem- 
ber 1, 1948, and March 3, 1950, re- 
spectively, aggregating a total of 45.5 
cents per hour, the company found it- 
self charging the same 5-cent zone 
fare in effect on the day in August, 
1947, when the board of arbitration 
headed by George W. Taylor awarded 
a 16.5-cent-per-hour wage increase, 
effective July 1, 1947. 


N these circumstances, it would 

have been reasonable to expect fair- 
ly prompt fare relief in one form or 
another. Anyone indulging in such 
expectation would have been sorely 
disappointed by the facts. Not until 
March 1, 1951, did the board of public 
utility commissioners issue its order 
approving the placing in effect once 
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again, on March 3, 1951, the 7-cent 
zone fare. Thus, for the second time 
in connection with the same fare in- 
crease request, the company was com- 
pelled to suffer a “lag” of nearly eight 
months in obtaining approval of an 
obviously required fare structure ad- 
justment ; and this “lag” again forced 
millions of dollars revenue loss. 
Meanwhile, prior to the restoration 
of the 7-cent zone fare on March 3, 
‘1951, Amalgamated took the com- 
pany’s employees out on strike on Feb- 
ruary 1, 1951, in support of its de- 
mand for another round of wage in- 
creases. The strike was short-lived, 
the parties reaching agreement upon 
an 11-cent-per-hour wage increase for 
a one-year period beginning February 
1,1951. The restoration of the 7-cent 
zone fare being obviously insufficient 
to defray the enormously increased 
labor costs, the company made appli- 
cation for an interim 8-cent zone fare. 
This application produced no action. 
Hearings were scheduled before the 
commissioners in November. Even if 
such hearings should be concluded 
with the issuance of an order author- 
izing an 8-cent zone fare on either a 
permanent or interim basis, the com- 


pany will be faced with another set of 
wage demands to be effective for the 
new contract period beginning Feb- 
ruary 1, 1952. Thus, after four years 
of painful experience, the lesson of 
properly synchronizing wage and fare 
adjustments has still to be learned in 
this instance. The unfortunate thing 
is that a very substantial segment of 
the transit industry lacks the financial 
resources to sustain the burden of 
mounting wage costs in the face of 
tremendous revenue losses resulting 
from needlessly delayed fare relief. 


S7cz revenue losses are consistently 
sustained by transit companies by 
reason of this “lag” between the 
application and effective dates of new 
tariffs providing increased fares. 


Thus, taking the fare increases ulti- 
mately granted on the applications filed 
by the ten companies in the preceding 


tabulation and making adjustments 
for loss of traffic normally attendant 
upon such increases, the extent of the 
revenue loss in each instance is shown 
by the table below. 

From these data there results a 
general formula which may be ex- 
pressed as follows: 


a 


REVENUE LOSS RESULTING FROM TIME LAG IN SECURING FARE RELIEF 
Ten Major Transit Companies* 


Company 
Baltimore Transit 


Twin City Rapid Transit (Minneapolis-St. Paul) . 


Pittsburgh Railways 


Connecticut Company (New Haven) 
Gary Railways 

Fort Worth Transit 

Niagara Frontier Transit ( erton} 
South Carolina Power (Charleston 
Tacoma Transit 

United Electric ‘iio (Providence) 


Estimated Revenue Loss 
% of Annual 
For Period Passenger 
Of Time Lag Revenue 


$1, ry = 7.5% 


2 $28" ‘000 
1,115,000 
990,000 
246,000 
226,000 
384,000 
101,000 
115,000 
440,000 


Amount 
Of Fare 
Increase 
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For each month that a fare increase 
is delayed, the annual revenue is re- 
duced an amount equal to .05 times 
the fare increase in per cent. For ex- 
ample, a four months’ delay in grant- 
ing a 25 per cent increase means loss 
of 5 per cent of total annual revenue 
(.05 [4 x 25] = 5%). 

The impact of the loss is not appar- 
ent until consideration is given to the 
amount of net utility plant in relation 
to annual revenue. For a bus utility, 
the net plant has a value of about one- 
half of annual revenues. Therefore, a 
delay of four months when a 25 per 
cent increase in fares is needed repre- 
sents a 10 per cent loss on its net plant 
rate base, equivalent to its maximum 
allowable return for one and one-half 
years. Few people realize that a util- 
ity commission is actually imposing a 
penalty of this magnitude when it sus- 
pends a rate application. 

The table on page 883 sets out the 
number of months during which a 
typical bus company whose net plant 
has a value of one-half the annual 
revenues would be penalized an 
amount equal to a 7 per cent annual 
return for varying delays in granting 
fare increases ranging from 10 per 
cent to 40 per cent. 


_ the transit industry enjoying 
the expanding markets charac- 
teristic of its sister industries in the 
public utility field, an operating loss 
in one year might not be too critical. 
But transit is not in an expanding 
market. Its passenger volume con- 
tinues to decline under the impact of 
increased automobile registrations and 
other influences, and its credit posi- 
tion has steadily deteriorated. The 
time has come to translate glittering 
generalities concerning the preserva- 
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tion of private enterprise into action. 
Very specific and concrete action, and 
literally right in our own respective 
communities, not in some far-off 
corner of the earth. 

Transit management must be given 
more control, more freedom in the ad- 
justment of fare structures. It must 
have greater flexibility in synchroniz- 
ing wage and fare relationships, and 
in power to adapt itself to the very 
real competitive factors faced by the 
industry. It is in the hands of the 
regulatory commissions to provide 
much, if not all, of this badly needed 
flexibility in management. 

Local transit systems are no longer 
monopolies as was eloquently pointed 
out years ago.’ Monopoly presumes 
control of the means of production of 
a product. No urban householder can 
feasibly generate his own electricity, 
produce his own gas, pump his own 
water, or set up a private communica- 
tion system. Yet every householder 
has the means for readily manufac- 
turing his own transportation, either 
by way of “shank’s mare” or his pas- 
senger automobile—frequently in the 
plural. 


6 Boone. strict regulation and careful 
scrutinization of fare structures 
to prevent the mulcting of an unsus- 
pecting public are totally unnecessary. 
A comparison of 1950 net earnings of 
3,304 leading U. S. corporations re- 
veals the transit industry to be at the 
foot of the list with a 1.9 per cent 
return on net assets.* Greater scope 
can be accorded by regulatory bodies 
to competitive factors as a determinant 
of reasonable fare structures. This is 
not to say or to plead that regulation 
of fare structures be abandoned. But 
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LOSS IN ANNUAL RETURN ON “NET PLANT” DUE TO DELAY 
IN GRANTING FARE RELIEF* 
Number of Months by Which Bus Company Is Penalized by Loss of 7 Per Cent Annual 
Return on Net Plant Due to Delay in Approving Increase 


Delay in 


Months 15% 


te 
NMANOWAU Ls» 
=hITOWOACO & 


pe 
So 
no 


Per Cent of Fare Increase Requested 


20% 25% 30% 40% 


cooooeooesoosoo § 


35% 
6. 
12. 
18. 
24. 
30. 
36. 
42. 
48 
54 
60 
66. 
72 


41.1 51.4 


*In these calculations, it is assumed that the net plant value on which a 7 per cent return 
might be allowed is equal to one-half the annual revenue. 





it must emphatically be concluded that 
these and other practical considera- 
tions provide adequate public protec- 
tion for a policy of prompt approval 
of fare applications even if only on a 
temporary basis subject to such modi- 
fication as subsequent investigation by 
the regulatory body may dictate. 

Prompt fare relief can be provided 
in any number of ways if regulatory 
and legislative authorities are minded 
to do more than profess interest in the 
preservation of private enterprise. 
One simple expedient would be to dis- 
pense with public hearings, except 
when circumstances actually require 
them. 
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In theory, public hearings are de- 
sirable as an open forum where all 
parties may be heard, a throwback to 
the town meeting of colonial days. In 
actual practice, however, they are 
seldom attended today by anyone but 
the principals in the case, plus, in some 
instances, a few publicity-minded in- 
dividuals and “statehouse hangers- 
on.” Ninety-five per cent of the time 
spent in public hearings, and the ex- 
pense of stenographic staff and hear- 
ing officers, could be dispensed with 
by the simple requirement that com- 
panies file supporting proof of need 
for rate relief when the new tariff is 
filed.” 
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HERE new tariffs automatically 
go into effect within a limited 
period of time after filing, such as 
thirty days in Massachusetts and 
Pennsylvania, unless suspended by the 
regulatory body, the latter can refrain 
from such suspension. Certainly thirty 
days is adequate time to determine 
whether a prima facie case for fare 
relief in some form is presented. Hear- 
ings and investigations can then fol- 
low if such seem necessary, with such 
ultimate modification of the new 
tariffs as the facts substantiate. 
Where new tariffs are not, or for 
statutory reasons cannot become, ef- 
fective automatically within a limited 
period of filing, the regulatory bodies 
authorized to grant temporary or in- 
terim relief should exercise such 
authority. The governmental authori- 
ties possessing this power of providing 
interim relief have universally been 


reluctant to exercise it. Yet legislative 
bodies in delegating this authority ob- 
viously took such action in anticipa- 
tion of the very circumstances now 


confronting the transit industry. 
Where regulatory agencies are not 
presently so empowered, the time calls 
for the delegation of such authority 
to them. 

A device which also merits some 
consideration by legislative bodies as 
a means of compelling action by regu- 
latory authorities reluctant to act un- 
til an extensive investigation is had, is 
found in the provision for posting of 
bond. Thus, Capital Transportation 
Company at Little Rock was able un- 
der Arkansas law to force the grant- 
ing of an “emergency interim” rate in- 
crease by the posting of a surety bond. 
The effectiveness of this procedure is 
dependent, of course, upon the reason- 
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ableness of the conditions imposed in 
posting such bond. 


aay enough nearly half of 
the states still permit “home rule” 
in some form in the adjustment of 
local transit and other utility rates. 
The same need for, and impediments 
to, prompt fare relief are found in 
these states where rate adjustment is 
a matter for determination by some 
municipal authority. In such states, as 
elsewhere in the nation, the means are 
at hand to deal with the problem along 
the lines indicated. Beyond that 
“home rule” has developed a number 
of devices which merit closer scrutiny, 
and perhaps more widespread adop- 
tion if improvements of such methods 
can be effected. 

One such device is that adopted this 
year by the citizens of Lansing, Mich- 
igan, in approving a city charter 
amendment creating a transit com- 
mission. The latter is authorized to 
adjust fares “whenever it shall be nec- 
essary to enable such carrier to main- 
tain a ratio of total operating expenses 
to gross operating revenue of not 
more than 90 per cent.” This forward 
step is especially noteworthy because 
of its recognition of the need in set- 
ting reasonable rates in the transit 
industry to substitute operating ratios, 
in whole or part, for the cumbersome 
process of “fair” valuation in rate 
regulation. However satisfactory and 
equitable such process may be in 
utilities with heavy investment in 
physical equipment, it has long since 
lost its usefulness for completely mo- 
torized operations where the total 
capital required may be only about 
one-half the annual revenues. One 
state, Iowa, has provided for the ad- 
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justment of fares on the basis of 
operating ratios, and such ratios are 
at least given consideration by the 
regulatory authorities in a few other 
states. 


poe is another “home rule” state 
and two of its cities, Toledo and 
Cincinnati, have long since set up au- 
tomatic fare adjustment formulas, 
operating not unlike cost of living 
‘escalator clauses in wage agreements. 
In both municipalities, rates of fare 
rise or fall in relation to the current 
status of a fare control or regulatory 
fund.® 

Both these formulas unfortunately 
have certain limitations. In Cincin- 
nati, for example, a fare adjustment 
is permitted only every four months 
and in maximum amount of one-half 
cent. These deficiencies should not, 
however, detract from the underlying 
principle which presents interesting 
possibilities of improvement in appli- 
cation and more widespread adoption. 

The Cincinnati formula incidental- 


ly has produced twelve fare increases 
since mid-1947, and the Toledo for- 
mula in the same period has produced 
seven fare increases for the Com- 
munity Traction Company of that 
city. Thus, Cincinnati has moved from 
a 10-cent cash fare, five tickets or 
tokens for 45 cents in July, 1947, toa 
16-cent cash fare, six tokens for 93 
cents in September, 1951. 


) is amply clear that the means are 
at hand for assuring prompt fare 
relief whether such rates are estab- 
lished under state or local authorities. 
If these means are not utilized, it is 
also amply clear that private enter- 
prise will not be preserved in an old 
established industry which has played 
a substantial rdle in lifting our Amer- 
ican industrial urban system to the 
status it enjoys today. Preserving pri- 
vate enterprise can truly begin with all 
of us by assuring that the company 
whose busses or streetcars pass by our 
very doors escapes the tragedy of 
transit’s unfair fare lag. 
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Footnotes 


1“Increased Electric Railway Fares,” by 
Harlow C. Clark, editor, AERA, Volume 6, 
No. 7, February, 1918. The article in the style 
of its era carries the interesting subtitles, “Re- 
view of the Movement to Secure Additional 
Revenue throughout the United States” and 
“What Has Been Done, What Is Being Done, 
and What Will Be Done by Transportation 
Utilities.” 

“Analysis of Revenue Losses Occasioned 
by Fare Delays,” by J. A. Dash, associated 
with Simpson and Curtin, transportation en- 
gineers, Philadelphia. 

3 Amalgamated Association of Street, Elec- 
tric Railway, and Motor Coach Employees of 
America, A. F. of L. 

4J. A. Dash, op. cit.: The “Estimated Reve- 
nue Loss” is calculated on the assumption that 
60 per cent of the theoretical revenue gain 
from the fare increase would have been real- 
ized had the increased fare been in effect dur- 
ing the “lag” period. 
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5“The Futility of Commission Regulation 
of Streetcar Fares,” by Francis X. Welch, 
Pusiic Utitities FortNIGHTLY, Volume V, 
No. 12, June 12, 1930. 

6 “Monthly Letter on Economic Conditions 
and Government Finance,” National City 
Bank of New York, April, 1951. One industry, 
shipbuilding, was reported to have incurred a 
1.8 per cent loss. 

7A recent New Jersey bus rate case in- 
volving a medium-sized company with annual 
revenues of under $3,000,000 required thirty- 
three days of hearings: “A Lady Commis- 
sioner Looks at Regulation,” by the Hon. 
Hortense Fuld Kessler, Pustic Urtmirties 
FortTNIGHTLY, Volume XLVIII, No. 8, Oc- 
tober 11, 1951. 

8 For a description of the way in which the 
Cincinnati formula operates, see “Crisis in 
Transit,” by George W. Keith, Pustic UTIL1- 
TIES ForTNIGHTLY, Volume XLIV, No. 7, 
September 29, 1949. 
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Institutional Holdings of Utility 
Securities 


For many years it has been generally supposed that 

institutional investors, such as colleges, foundations, 

etc., are heavily invested in public utility securities. 
To what practical extent is this really true? 


By OWEN ELY* 


, \HE Institute of Life Insurance 
recently issued the Life Insur- 
ance Fact Book for 1951. In 

1950 life insurance companies in the 

United States had total assets of $64 

billion, of which 25 per cent was in 

government bonds, 40 per cent in cor- 
porate securities, and 35 per cent in 
real estate, mortgages, policy loans, 

etc. Of the corporate securities, 42 

per cent were utility bonds, 37 per cent 

industrial and miscellaneous bonds, 13 

per cent rail bonds, and 8 per cent pre- 

ferred and common stocks of all types. 

Stock holdings have been greatly re- 

stricted by state laws, although recent 

legislation has eased the restrictions, 
particularly in New York. As of De- 
cember 31, 1950, only about $600,- 

000,000 was invested in equities and 


*Financial editor, Pustic Urimities Fort- 
NIGHTLY. 
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of this amount utility stocks were 24 
per cent, rails 6, and industrials 70 per 
cent. 

What proportion of total common 
stock investments should be in utili- 
ties? If the distribution were made 
evenly without regard to any favored 


groups, the proportion of utility 
stocks to all stocks listed on the New 
York Stock Exchange might prove a 
rough guide. Common stocks listed on 
the New York Stock Exchange as of 
September 30, 1951, had a market 
value of roughly $100 billion. The 
largest group was the oils, with nearly 
$19 billion; chemicals were second 
with $15 billion; and utilities third 
with more than $14 billion. The auto- 
motive group totaled only $7 billion 
and rails, surprisingly, only $5 billion 
—a little less than retail trade stocks. 
Other groups, such as steel, farm ma- 
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chinery, food, etc., had smaller totals. 
The ratios in the table below may be 
of interest. 


wo life insurance companies 
are the largest institutional 
group of security holders, other 
groups are becoming important, such 
as charitable and educational endow- 
ment funds, colleges, pension funds, 
bank trust funds, mutual funds, and 
other investment trusts, etc. Unfor- 
tunately thus far there has been no 
authoritative or systematic collation 
of all this investment data, and some 
of them are currently unavailable. 
However, some material is available 
for colleges and endowment funds. 
John S. Bowen, writing in Barron’s 
for June 25, 1951, on “College Invest- 
ments,” analyzed the portfolio trends 
for twenty-four universities in the 
period 1930-50. The total amount of 
each college’s portfolio, and the per- 
centages invested in bonds, preferred 
stocks, common stocks, and miscel- 
laneous items (principally real estate, 
mortgages, etc.) were compared for 
the years 1950, 1940, and 1930. Mr. 
Bowen found that the total sum in- 
vested by these colleges in 1950 was 
close to $1 billion, compared with 
$549,000,000 in 1940 and $492,000,- 
000 in 1930. Twenty years ago most 
of the portfolios were heavily in bonds, 
but the trend is now toward common 
stocks, which in 1950 totaled about 40 
per cent of the over-all investments 


compared with 15 per cent in 1930. 
He attributed this change of invest- 
ment policy to the marked decline in 
bond yields. Based on data for col- 
leges which gave average yield figures 
on the total market values of their in- 
vestments, he showed that for 1950 
the average yield was 4.37 per cent, in 
1940 4.50 per cent, and in 1930 nearly 
5 per cent. The decline would have 
been still larger, of course, if the pro- 
portion invested in equities had not 
been increased. 


IX order to discover what propor- 
tion of utility securities (particu- 
larly common stocks) colleges and 
foundations are holding and purchas- 
ing, this writer, as financial editor of 
Pus ic UTILITIES FORTNIGHTLY, sent 
questionnaires to some 66 institutions, 
and usable replies were received from 
36. Returns for those institutions 
which gave permission to publish in- 
dividual figures (about half of the 
total) are listed in Tables I and II. 
In Table I totals for the remaining re- 
ports are shown on the last line in each 
group, and the grand totals include 
confidential returns. (See page 888.) 

The total portfolios of the founda- 
tions aggregated some $300,000,000 
in amount, and of the colleges $1,- 
147,000,000, so that the results seem 
representative for these institutions. 
Unfortunately, only about half the re- 
turns gave the desired division of the 
total portfolio as between bonds, pre- 


e 


Market Values on New 
York Stock Exchange 


Ratio of utility common stocks 
to all common stocks 
Ratio of utility preferred stocks to 
all preferred stocks 
Ratio of utility bonds to all corporate bonds 
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Portfolios of 
Insurance Companies 


14% 24% 


17 36 
47 46 
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TABLE I 
COLLEGES’ AND FOUNDATIONS’ HOLDINGS OF UTILITY SECURITIES 
As of June 30, 1951 


Utility 
Securi- 
ties 
(000) 


$ 2,179 


Foundations 
Carnegie Institute of Pittsburgh 
Carnegie Foundation for Teaching 4,100 
Carnegie Corp. of New York.... 28,700 
*Five Other Foundations 9,299 


All Ratio Utility Securities to 
Securi- Total Portfolio 
ties Pfd. Com. 
(000) Bonds Stks.  Stks. 


18% 4% 
19 5 

7 

5 


Total 


$ 9,609 
12,150 





$44,278 


$ 2,646 
1,234 
2,511 
7,542 

26,918 
5,397 
2,295 
3,151 


Totals and Averages 
Colleges 
University of Minnesota 
Western Reserve University .... 
Amherst College 
Cornell University 
Yale University 
Dartmouth College 
Washington University 
Oberlin College 
Wellesley College 3,458 
University of Michigan 4,943 
Stanford University 6,400 
Vassar College 4,591 
Brown University 1,812 
University of Cincinnati 382 
University of Pennsylvania .... 8,431 
Johns Hopkins University 5,803 
*Twelve Other Colleges 112,111 
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626,931 





Totals and Averages 


$199,625 $1,147,861 
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*Individual figures for these institutions are confidential. 





ferred and common stocks, so that the 
division of bonds between utility and 
other holdings, and similar ratios for 
preferred and common stocks, can 
only be shown for a smaller number 
of institutions, as compiled in Table 
II, page 890. 

Table I indicates that the propor- 
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tions of the total portfolio invested in 
utility securities of various kinds aver- 
age as shown in table, page 887. 
Because of legislative limits on the 
stock holdings of the insurance com- 
panies, it would be unfair to compare 
the small ratio of their utility equity 
holdings to the ratios of 5 and 7 per 
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cent below. However, Table II dis- 
closes that six foundations have 12 per 
cent of their common stock money in 
utilities, and nine colleges also have 12 
per cent. These figures compare with 
14 per cent for the Stock Exchange 
list and 24 per cent for the insurance 
companies. 


, returns to the questionnaire 
also gave data on the portfolio 
, changes in utility holdings during the 
first half of 1951. The returns indi- 
cated that 10 institutions reduced the 
amounts of their holdings of utility 
stocks, while 17 increased their invest- 
ments. Of the utility bondholdings, 
about half decreased and half in- 
creased, and with respect to preferred 
stocks, 11 decreased, 9 increased, and 
7 made no change in their holdings. 

A western university — Minnesota 
—had the largest holdings of utility 
common stocks in relation to total 
equities, 28 per cent (see Table IT), 
but on the other hand its ratio of util- 
ity equities to the total fund was only 
4 per cent. Based on the ratio of util- 
ity common stocks to the total port- 
folio (see Table 1), the University of 
Pennsylvania and Wellesley College, 
with 18 per cent and 10 per cent, re- 
spectively, make the best showing 
from a utility viewpoint. The di- 
versity in the individual figures is 
rather difficult to understand. Univer- 
sity portfolios, as well as those of the 
foundations, seem to differ rather 
widely in their investment policies. 

In any event, it appears that these 


institutions do not seem as impressed 
(compared with the life insurance 
companies) with the investment ad- 
vantages of the utility stocks for sta- 
bility and safety of dividend return. 
Could this be due perhaps to any lack 
of sympathy resulting from ideolog- 
ical economic views of the teaching 
staffs of some universities? This 
seems hardly likely. It is more reason- 
able to suppose that the teachers’ 
views would have little, if any, direct 
influence upon the investment policies 
of the administrative staff, the invest- 
ment counselors, etc. Whatever the 
underlying reason, however, the fact 
remains that holdings of utility equi- 
ties in college portfolios appear to be 
on the low side, and utility companies 
which are making substantial new 
common stock offerings might well 
consider a special effort to attract 
sales in this important market. 


Ox definite advantage of attract- 
ing the endowed institutional in- 
vestors is the fact that they do not 
operate under the rigid legal restric- 
tions of the insurance group. To a 
large extent, life insurance companies, 
heavily invested though they be in 
utility bonds, do not buy utility stocks. 
Colleges, on the other hand, do not 
have such restrictions, unless self- 
imposed. What is more, the present 
trend of college investment is definite- 
ly away from bonds and towards com- 
mon stocks, as the Bowen article in 
Barron’s (already noted) clearly indi- 
cates. Recently, Harvard University 
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Foundations 
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Pfd. 
Stocks 

3% 

3% 


Common 
Stocks 
5% 
7% 


Total 
15% 
17% 
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TABLE II 
COLLEGES’ AND FOUNDATIONS’ HOLDINGS OF UTILITY SECURITIES 


Ratio Utility 
Bonds to All 
Bonds 


31% 


Foundations 
rnegie Institute of Pittsburgh .... 
Carnegie Foundation for Teaching .. 
Carnegie Corp. of New York 


*Averages for Six Foundations 
Colleges 
University of Minnesota 
Dartmouth College 
University of Washington 
Wellesley College 
Vassar College 


*Average for Nine Colleges 


Ratio Utility 
Common Stocks 
to All 
Common Stocks 


Ratio Utility 
Pfd. Stocks to 
All Pfd. Stocks 


12% 


*Includes other institutions whose figures are confidential. 





had to liberalize its policy in this di- 
rection because of the need for more 
revenue and the low yield on bonds. 
Certainly, if more revenue is what the 
colleges need, while at the same time 
investing in assured earning, low risk 
stocks, the opportunity provided by 
the offerings of high-grade utility 
shares should be apparent to all con- 
cerned. 


S bw endowed institutional market 
is important not only because of 
the large volume of the potential hold- 
ings, but also the prestige which un- 
doubtedly accrues to securities known 
to be highly regarded and desired by 
the institutional investors, as a class. 
More than that, there is the possibility 


that once convinced of the advantages 
of utility holdings in their investment 
portfolios, colleges and other endowed 
institutions would come to a better 
understanding of the problems of pub- 
lic utility enterprise under passing fi- 
nancial, economic, and political con- 
ditions. Just why do they not seem to 
sense these advantages, at present, 
when so many other large-scale in- 
vestors (at least equally well in- 
formed) do appreciate the utility se- 
curity issues? This reaction may be to 
some a surprisingly small obstacle. In 
an investors’ market, the endowed in- 
stitutional group is certainly worth 
going after, since it apparently is not 
moving out, of its own initiative, to 
vary its present holdings. 
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Washington and the 
Utilities 


OPS Gas Rate Case Activities 


HEN departing OPS Administra- 

tor Michael DiSalle took the stand 
before the congressional watchdog com- 
mittee on November 26th, there were 
those who expected that OPS activity in 
utility rate cases might be mentioned. 
The fact that OPS has been getting into, 
or interesting itself in, rate cases which 
have little or nothing to do with whole- 
sale rates (for service to be resold to 
the public) had been noted on Capitol 
Hill. There was some chance that ques- 
tions would be asked. 

But as it turned out, the committee 
members, especially Senator Capehart 
(Republican, Indiana), were principally 
interested in Mr. DiSalle’s operations 
under the so-called Capehart amend- 
ment for fixing price ceilings on manu- 
factured goods. There was a flurry or 
two over the question of “decontrolling.” 
There was a bit of a fuss about the in- 
dustry advisory committee for tallow 
grease which quit in a body. On the 
whole, however, Administrator DiSalle 
got off fairly easy. And nothing was said 
one way or the other about utility rate 
cases. 

Just the same, those who would like 
to get a line on OPS thinking, on the 
subject of when utility rate increases are 
inflationary, might well keep an eye on 
the hearings in the Panhandle Eastern 
gas case now before the Federal Power 
Commission. An expert witness for 
OPS is said to be prepared to outline 
OPS’s views on inflationary or unrea- 
sonable factors in fixing the wholesale 
gas rates. If so, the OPS line of argu- 
ment in other wholesale gas utility rate 
cases may be unveiled. 
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HERE is no question about the statu- 

tory basis for OPS intervention in 
the case. The petition for the proposed 
rate increase chiefly involves wholesale 
rates for gas to be sold ultimately in re- 
tail utility service, and the law expressly 
authorizes OPS intervention in such 
cases. There are two other similar cases 
pending before the commission involv- 
ing petitions of the Tennessee Gas Trans- 
mission Company and the Transcon- 
tinental Gas Pipe Line Corporation. The 
position of OPS is not necessarily con- 
trolling on the final decision of the FPC 
under a U. S. Supreme Court ruling 
during World War II. Certainly the 
FPC will not object to the OPS appear- 
ance. 

OPS gas rate making in the fixing of 
ceiling prices on gas at the production 
level is something else. OPS already has 
established ceiling price formulas for 
field gas under its General Ceiling Price 
Regulation No. 17. It has also estab- 
lished a dollar-and-cents ceiling price 
(10 cents per MCF) on the sale of gas 
in the Woodlawn, Texas, field. It has 
so far stayed away from price fixing for 
gas produced for sale under established 
long-term contracts to public utilities. 

Yet, now that the FPC has, by its own 
4-to-1 decision, bowed out of the field of 
rate fixing for independent gas produc- 
ers (in the celebrated Phillips Petroleum 
Case), OPS is studying ways and 
means of closing any gap in the chain 
of gas regulation from the well to the 
ultimate consumer. The agency is re- 
ported to feel that there should be no 
vacuum, or “no man’s land,” between 
the point at which field prices may be 
fixed by either contract or OPS field 
price ceiling and the point at which FPC 
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jurisdiction over pipeline rates com- 


mences. 
» 


Gasification Test Success 


| at years of extensive experiments 
conducted by the Bureau of Mines at 
Gorgas, Alabama, in competition with 
the Alabama Power Company, have 
shown that gases suitable for driving gas 
turbines and generating steam can be 
obtained through underground gasifica- 
tion—the burning of unmined coal in 
place. The latest progress announce- 
ment on this experiment was made public 
early last month. 

Further tests may prove the feasibility 
of producing gases for conversion to 
synthetic liquid fuels or chemicals, Sec- 
retary Chapman said. During one phase 
of the operation, the report discloses, 
two gas turbines were installed and op- 
erated for approximately one hundred 
hours on combustible gases captured 
from the burning coal. The energy pro- 
duced by the turbines, in turn, was used 
to compress air and send it back under- 
ground to the gasification system. In 
commercial operations, excess energy 
would be produced for useful purposes. 


> 
Tuning Up the “Power Issue” 


F the speeches and publicity of the 
Interior Department are any clew to 
the tenor of the administration’s political 
campaign next year —as they certainly 
were in 1948—we are going to hear a lot 
more about the public power issue. We 
are also going to hear appeals to farmers 
te vote for cheaper phosphate fertilizer, 
grandiose Federal flood control and ir- 
rigation, and other river developments 
in the Pacific Northwest and in the 
Missouri basin. 

Those who recall how closely the argu- 
ment and activity of Interior Secretary 
Chapman pioneered the line of President 
Truman’s campaign in 1948, will give 
heed. The build-up has already started 
—without any avowed labels, of course. 
At this early stage, when President Tru- 
man is still playing his 1952 cards close 
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to his vest, we could hardly expect any 
open drum beating. But for those with 
an eye to see and an ear to hear, the 
1952 model of the “public power issue” 
is already in the process of production 
and polishing up. 

Some of the groundwork was laid in 
the recent issuance of a new power study 
of the Missouri river basin. It is a most 
ambitious and long-range program, cal- 
culated to meet a 2,000,000-kilowatt 
shortage in 1960 and a 7,900,000-kilo- 
watt shortage in 1970. Only a third of 
this could be met by hydro development. 
Therefore, the report (over an inch 
thick, 135 pages, including numerous 
folding maps) calls for the integration 
of hydroelectric and thermal-electric 
power plants as providing “the most 
effective use of natural resources for the 
generation of electric energy.” It goes 
on to say that new thermal-electric pow- 
er plants will be required to meet future 
loads in most power markets “either as 
a supplement to hydroelectric plants or 
as the principal source of power.” 


URVEYS of 45 possible sites for fuel- 

burning electric plants throughout 
the basin were included. Plant capaci- 
ties ranged from 40,000 kilowatts at 
several locations to 200,000 kilowatts for 
installation at Kansas City and St. 
Louis. The report was prepared by 
Reclamation at the request of former 
Assistant Secretary of the Interior 
Warne. It is described as being “recon- 
naissance” in nature, having been pre- 
pared after one year’s field study. Still 
more comprehensive studies of the basin 
are recommended. 

The document makes it quite apparent 
that the Bureau of Reclamation envi- 
sions extension of its power grid, now 
undergoing considerable development in 
the western and central parts of the Mis- 
souri basin, all the way to the lower end 
at St. Louis. Here, and in much of Mis- 
souri, under the ultimate implications of 
the report, the Federal system would 
come into competition with the existing 
privately operated electric systems. 

Private companies are not, of course, 
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invited or expected to participate in any 
of the proposed developments, accord- 
ing to this report. The bureau study 
covers 295 sites for prospective hydro- 
electric power plants, and finds 147 of 
them potentially suitable for develop- 
ment. These prospective plants, accord- 
ing to the report, could furnish 2,116,000 
kilowatts of capacity and 9,302,000,000 
kilowatt hours of the energy “needed to 
meet the basin requirements in 1970.” 
The additional power would be provided 
through construction of thermal-electric 
power plants and the “importation of 
power into the basin marketing areas.” 

These plants and the importations 
would furnish 6,399,000 kilowatts of 
capacity and “28,228,000 kilowatt hours 
of production to meet the 1970 de- 
mands.” Serious consideration is even 
given to the possibility of generating 
electric power by windmills on a large 
scale. A Laramie, Wyoming, experi- 
mental site was suggested. The report 
also notes the possibility of atomic en- 
ergy as a fuel for electric plants, and 
perhaps the eventual use of “direct solar 
energy.” 


y; in the Pacific Northwest, Senator 
Magnuson (Democrat, Washing- 
ton), ina speech in Portland, Oregon, on 
November 19th, started a series of ap- 
parently related speeches in favor of con- 
struction of all projected dams in the 
Snake river up to the Hells Canyon 
dam. These can be built “without too 
much danger and possibly with enhance- 
ment of the salmon run.” He also 
touched upon the need for development 
of Idaho’s phosphate deposits through 
cheap electric power. 

This same theme was echoed before 
the Pacific Supply Co-operative conven- 
tion by Charles Baker of Walla Walla, 
who said some phosphate was mined 
near Soda Springs, Idaho, last summer, 
but that large-scale development would 
have to wait for cheaper power. 

Two days later, Senator Magnuson 
was in Seattle calling for construction of 
the Ice Harbor dam in next year’s budget 
because of atomic energy requirements. 
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The possibilities of phosphate produc- 
tion were again played up in a speech one 
week later before the Oregon State 
Horticultural Society, meeting at Ore- 
gon State College, by Secretary of In- 
terior Chapman himself. He said that 
there are in southern Idaho, at the pres- 
ent time, industrial firms ready and 
waiting to build concentrated phosphate 
fertilizer plants with cheap power. 

He added that “These companies have 
been negotiating with the private power 
companies, and the latest price available 
in the Soda Springs area is a quotation 
of 6.8 mills per kilowatt hour for indus- 
trial power for the phosphate industry. 
This price is prohibitive. When you 
compare it with a cost of 2 or 2.5 mills, 
which is the rate for Federal hydroelec- 
tric power, you can see that it means an 
additional cost of about $25 per ton of 
phosphate plant food produced.” 


ae Chapman finished off with 
another speech, the following day, 
before the Portland City Club calling 
for Hells Canyon and Ice Harbor con- 
struction as a necessary part of Columbia 
river development. He recognized the 
existence of local opposition with a 
warning against “letting special minor- 
ity interests thwart public interests and 
the common welfare by discouraging 
unity.” 

All of which points in the direction of 
a repetition of the same old 1948 appeals 
to “come and get it while it is hot”’— 
to use one of the more cynical descrip- 
tions of that year’s campaign. The 
groundwork has been laid. Some of the 
plans have been introduced in Congress. 
Promises will be made. And the opposi- 
tion villains have already been identified. 

The curtain will probably go up in 
earnest when Congress gets around to 
the new appropriations bills, following 
the President’s budget message next 
month. Whatever part of these plans 
Congress approves will be so much 
gained. Whatever Congress denies will 
be so much campaign ammunition. Either 
way, Interior cannot lose—unless, of 
course, the voters turn their minds to 
some other issues. 
DEC. 20, 1951 





Exchange Calls 
And Gossip 


Bell Hearing Postponed 


eB oft-postponed Bell hearing on a 
show-cause order by the Federal 
Communications Commission to re- 
examine the allegedly inflated Long 
Lines rates has been put to rest indefi- 
nitely. Thus ordered the FCC during 
the past fortnight. 

The action has its roots in an agree- 
ment between the FCC and the Bell 
system, with the concurrence of the 
National Association of Railroad and 
Utilities Commissioners, to re-examine 
the present separations formula method 
as related to the assignment of capital 
and operating costs between intrastate 
and interstate operations of the Bell sys- 
tem. The state commissions for some 
time have been urging that FCC take 
a realistic approach to the problem, inas- 
much as the state commissions have been 
constantly faced with requests from the 
intrastate operating companies for rate 
increases. 

The first official indication on the part 
of the FCC that it was willing to con- 
sider this proposal came at this year’s 
convention of the NARUC. At that 
meeting FCC Commissioner Walker 
announced that an agreement had been 
reached on the transfer of some $110,- 
000,000 in Bell system telephone plant 
investment from intrastate to interstate 
business, plus the switching of $37,000,- 
000 in annual operating expenses from 
interstate to intrastate business for the 
Bell system companies. This recent 
action in the form of an order from the 
FCC merely formalized the announce- 
ment. 

The postponement of the show-cause 
order hearing is subject to such further 
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orders as the commission may issue in 
the light of Bell’s actual operating re- 
sults for a reasonable future period 
reflecting adjustments in interstate mes- 
sage toll telephone rates which the Bell 
system proposes to make in order to 
compensate partially for a reduction in 
its interstate earnings which will result 
from the adoption of modifications in the 
plan used for allocating costs as between 
intrastate and interstate services. 


VEN though the FCC still intends to 
keep the matter under observation 

the commission did indicate in its state- 
ment, which was released with its order, 
that this reapportionment of cost within 
the Bell system may obviate any immedi- 
ate re-examination of Long Lines rates. 
A statement from the commission said: 


. . . the commission vacated its pre- 
vious order to the respondent [Bell] 
carriers to show cause why their in- 
terstate earnings should not be re- 
duced through appropriate rate ad- 
justments pending conclusion of the 
proceedings of investigation, since it 
now appears that the net effect of the 
cost allocation and rate changes on the 
level of interstate earnings will be such 
as to remove the immediate bases 
upon which the commission originally 
issued its show-cause order. 


Another factor mitigating against the 
advisability of a full-scale investigation 
of the Bell system Long Lines picture 
since the instigation of the proceeding 
about a year ago has been increased labor 
costs in the Long Lines operations of 
Bell. This, coupled with the obvious 
change in the rate of return as a result 
of the reassignment of the capital and 
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operating costs, apparently has made the 
commission aware of the fact that there 
would be little or no “excess” earnings 
to be found should the commission press 
the investigation. 


> 


New Wage Demands in the 
Future? 


Ta recent CIO convention was the 
“kick-off,” and the recent talks be- 
tween the CIO Steelworkers and U. S. 
Steel, the first down-field offensive in 
labor’s new drive for wage increases. 
All industry probably will be affected be- 
fore long. It is of interest to note that 
the Communications Workers of Amer- 
ica (CIO) has contracts with the Bell 
system (involving over 150,000 work- 
ers) which will be expiring successively 
from early spring 1952 until early sum- 
mer. All activity at CWA now centers 
around the approaching negotiations. 

It may well be that the communica- 
tions industry will be one of the prime 
targets in this new wage drive, judging 
from the attitude of the CWA leader, 
Joseph A. Beirne, at the recent CIO con- 
vention. It was he, it will be recalled, 
who urged disregard of the Wage 
Stabilization Board in future negotia- 
tions, even though at the time he made 
the remarks, he was a labor representa- 
tive on the board. 


* 


More REA Telephone Loan 
Program Changes 


HE Rural Electrification Adminis- 

tration will not set up a separate 
telephone loan division, although such a 
drastic change in the REA setup has 
been given some consideration. Instead, 
REA will undertake a compromise pro- 
gram which will centralize telephone 
loan activities under a special officer in 
the engineering and applications and 
loans division of REA. 

As stated before, REA has been seek- 
ing for some time ways and means to 
bring the telephone loan program into 
better balance. REA officials have ad- 
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mitted that their experience thus far in 
the telephone business has pointed up 
the necessity of giving this “new” busi- 
ness some special treatment. It’s just 
not like the electric business. 

Another situation which REA has had 
to contend with as contrasted with the 
electrification program has been a new 
“borrower-banker” relationship where 
the borrower knows more perhaps about 
the business than the banker. In its elec- 
trification program, REA dealt with 
newly formed co-ops which were also 
new in the business. They sought the 
information and guidance which REA 
gave readily. Few if any established 
electric companies were involved. 

Now REA finds itself dealing with 
companies, some of which have been in 
the telephone business for fifty years. 
And REA is the first to admit that an 
entirely different situation exists. 

REA’s latest change takes the form 
of the appointment of two officials as 
assistants to the chiefs of the applica- 
tions and loans division and the engi- 
neering division. They are K. W. 
Benckert, assistant chief engineer, and 
Edward W. Maddox, assistant chief of 
the applications and loans division. Upon 
these two men will rest the responsibility 
for centralized control of the telephone 
loan program. Top REA administrators 
will still approve the final loans; how- 
ever, the recommendations of these 
two men should largely govern their 
decisions. 

* 


Communications Equipment 
Division (NPA) 


HE communications industry ap- 
pears to be faced with new and 
sharper cuts in its copper allocation for 
the second quarter of 1952. This, despite 
the fact that its requirements will prob- 
ably be greater than those requested for 
the first quarter of the New Year. 
Officials in the NPA Communications 
Equipment Division are currently pre- 
senting the material requests of the com- 
munications industry to Defense Produc- 
tion Administration officials. The general 
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outlook for all materials is also equally 
slim. DPA reaction seems to be in keep- 
ing with the over-all defense program 
prediction from Administrator Wilson 
that increased military requirements 
would bring the big pinch during the first 
half of 1952. Any easing of the situation 
is scheduled during the third quarter, 
however. 

Copper, the mainspring of the com- 
munications precision movement, seems 
to be the most scarce of all the materials. 
There appears to be an easing of supply 
scarcity in some of the steel categories. 
And even aluminum shows signs of 
loosening up on the supply end. 

Meanwhile, NPA communications offi- 
cials are doing their best to alleviate some 
of the extreme hardship cases in the in- 
dustry. Up until now they have been 
fairly successful in helping out along 
these lines. But “up until now” is under- 
lined in any of their comments on their 
future successes. The copper supply pic- 
ture has become worse and the demands 
of the military and the Atomic Energy 
Commission have increased. 


* 


REA Telephone Testing 
Laboratory 


EA officials for some time have been 
watching the operations of the 
Fredericksburg & Wilderness Telephone 
Company of Chancellorsville, Virginia. 
The reason: This company is the first 
company to put new equipment and ex- 
tended lines into operation under the 
REA telephone loan program. Further- 
more, the company is close to Washing- 
ton and provides a handy test tube for any 
future REA experimentation in the small 
telephone company field. 

REA spokesmen admit that they have 
been watching the operations of this Vir- 
ginia company “to get information bear- 
ing on many factors and aspects of the 
telephone program.” Some of these 
studies involve the increase in calls per 
family, trends in long-distance calls, the 
effect on farm land values, and how the 
facilities stand up under adverse weather 
conditions. 
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The REA is interested also in learn- 
ing to what extent the new service helps 
the farmer subscribers in marketing their 
produce. 

“In many respects,” the REA officials 
have said, “the findings so far are some- 
what more favorable than we had ex- 
pected.” 

In addition to serving as test facilities, 
the company is undertaking telephone 
service through a radio hookup. Such 
equipment provides for transmitting con- 
versations by way of short waves rather 
than over telephone wires. The equip- 
ment works automatically, with the dial 
system serving as means of placing the 
call. 

REA officials are interested in know- 
ing how the system will operate under 
field conditions. They are hopeful it will 
prove of great value in the rural telephone 
program. The radio link being installed 
by the Virginia company will serve a 
group of farmers so far removed from 
other telephone facilities that to provide 
service by extending telephone lines 
would be too costly. 

The cost of the radio equipment is 
about the same as that of conventional 
facilities, according to REA officials, but 
maintenance is expected to be less. If suc- 
cessful, REA is hoping such equipment 
will solve the problem of providing tele- 
phone service to “isolated pockets” of 
farms. 

» 


Record Rate Increase in 
Twenty Minutes 


a §~ Ohio Public Utilities Commis- 
sion recently granted a 40 per cent 
rate hike to the Kenton Telephone Com- 
pany of Kenton, Ohio, within twenty 
minutes after hearing the rate application. 
It was the first rate increase request by 
the company since 1926. 

In response to a question by the com- 
mission as to how the company, a 3,500- 
subscriber organization earning less than 
4 per cent, managed to keep the public 
happy through the years, J. D. Park. 
company manager, stated that good serv- 
ice and relations were the answer. 
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Financial News 
and Comment 


By OWEN ELY 


Are Utility Earnings Overstated? 
— to a paragraph in a recent 
i utility bulletin by Harold Young 
of Eastman, Dillon & Co., an expert wit- 
ness before the SEC made a study of the 
depreciation practices of 105 utility op- 
erating companies. He found that in 
1950 the depreciation charges of this 
group of companies (as reported to 
stockholders) averaged about 13 per 
cent less than the amount claimed in their 
Federal income tax returns. 

The Institutional Utility Service, Inc., 
publishes annual figures for income tax 
depreciation (also depreciation as report- 
ed to stockholders) for the great majority 
of electric utility companies but does not 
attempt to compile industry totals. 

Assuming that the 13 per cent ratio is 
approximately correct for the entire elec- 
tric utility industry, certain conclusions 
have been reached by an analyst associat- 
ed with another firm. During the twelve 
months ended August, he points out, the 
net income of all class “A” and “B” elec- 
tric utilities was $802,000,000, and net in- 
come available for common was slightly 
below $700,000,000. During the same 
period reported depreciation was $462,- 
000,000, but applying the above ratio, de- 
preciation for tax purposes was $70,000,- 
000 higher. If it should be argued that 
depreciation for tax purposes is the 
proper figure to use, earnings as reported 
to stockholders would apparently thus be 
overstated by some 10 per cent. But 


even if it is contended that depreciation 
as reported to stockholders is accurate, 
the tax savings on the difference between 
reported and tax depreciation might be 
questioned. Since income taxes are 
roughly 50 per cent, reported earnings of 
utilities may thus be “overstated” by 5 
per cent. aot 

Naturally this is an average for all 
utilities ; some companies charge tax de- 
preciation equal to reported depreciation, 
while for others the difference is prob- 
ably substantially greater than the aver- 
age. In at least one case, Toledo Edison, 
the amount charged in the tax return is 
smaller—increasing the company’s taxes 
—and the company is trying to get relief 
from the Treasury. 


HERE is also another item in utility 
accounting where earnings are 
“overstated”—interest charged to con- 
struction, which is capitalized for stock- 
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holders, but charged to income for tax 
purposes. In 1950, $38,000,000 of in- 
terest was charged to construction by 
class “A” and “B” utilities, appearing as 
a credit in the published income state- 
ment (Federal Power Commission sta- 
tistics). The tax savings on this item 
should not be counted as earning power, 
according to this observer. 

However, this analyst did not mention 
some other differences between electric 
utility earnings as ordinarily reported, 
and as they work out in the Treasury 
reports. Our understanding is that the 
use of amortization methods to dispose 
of special charge-offs is not favored by 
the Treasury Department and that vari- 
ous items such as bond discount, plant 
acquisition adjustments, etc., are usually 
charged off on a lump sum basis. During 
the next five years another big dis- 
crepancy will be introduced by the “ac- 
celerated amortization of defense plant,” 
which will be a sizable item for some 
utility systems. These will be recognized 
in Treasury figures, but not in all report- 
ed statements. In any event, it is ob- 
vious that the two sets of income figures 
would not “square” in any given year and 
results for net income might be widely 
apart. 

It might be of interest if some statis- 
tical organization such as the Edison 
Electric Institute or the Institutional 
Utility Service, Inc., published annually 
the net income figures for all electric 
utility companies (1) as reported to the 
Treasury Department and (2) as report- 
ed to stockholders, together with the per- 
centage spread between the two figures. 
The Treasury figure could easily be 
computed for any company by dividing 
the calendar year income tax payment by 
the accrual rate for that year (503 per 
cent in 1951), thus obtaining taxable in- 
come, and then deducting the tax figure. 
This would show the combined effects 
of all the various discrepancies between 
the two income statements. 


T should be borne in mind that higher 
Treasury figures for depreciation (as 
compared with the stockholders’ figure) 
do not necessarily mean that a higher 
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Treasury rate is being accrued and that 
the utility is remiss in not applying the 
higher rate in its reported figures. The 
difference may result from similar ac- 
crual rates applied to different base 
amounts. Many utilities have charged 
off large amounts on their stockholders’ 
books, while some of these charges may 
not yet have been made on the Treasury 
books. Hence such companies might 
have larger property account figures in 
their Treasury reports, and larger de- 
preciation accruals as a result. 

Thus, another interesting set of figures 
would be net plant account as shown in 
the balance sheet versus the figure shown 
on Treasury reports. This would reflect 
the extent to which some utilities may 
have “overdepreciated” in their tax re- 
turns over a long period of years, and 
the cumulative effect on plant account. 
This would indicate whether such utili- 
ties may soon face the requirement of 
cutting down their depreciation charges 
as reported to Washington (because too 
much plant account has been written 
off), thus upping their income tax pay- 
ments. It seems a little strange that the 
SEC does not require information of this 
character to be shown in prospectuses. 


: 
Natural Gas Pipeline Companies 


APS of the natural gas pipeline sys- 
tems (which now crisscross the 


U. S. east of the Mississippi pretty 
heavily) soon get out of date, and most 
of them are too large and detailed to ap- 
pear in the FortN1IGHTLY. However, the 
map on page 901, prepared recently by 
the Associated Press, gives an excellent 
bird’s-eye view of both the gas-produc- 
ing areas and the huge network of pipe- 
lines which bring the gas to market. 
Incidentally, it is interesting to note 
that some of the older gas fields are show- 
ing new signs of life. Columbia Gas is 
hopeful of increasing its gas supply by 
drilling in Pennsylvania. John Fox, the 
resourceful Boston capitalist and pro- 
moter, is reported by Time to have also 
brought in 27 new gas wells in north- 
western Pennsylvania—enough to be- 
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gin supplying suburban Philadelphia and 
Pittsburgh, and to raise hopes that a 
large new gas supply may become avail- 
able close to the big markets around New 
York and New England. 

The Associated Press recently pointed 
out that gas pipeline mileage (now 314,- 
000 miles) continues to gain at the rate 
of about 10,000 miles a year despite steel 
shortages and other handicaps. Some 28,- 
000,000 homes, industrial plants, and in- 
stitutions are now served with natural 
gas. The gas flowing in the pipeline sys- 
tem is said to carry energy equivalent to 
250 A-bombs. 


— a gas pipeline is built (pipes 
are usually 40 feet long and up to 
3 feet in diameter) the welding of each 
pipe to its neighbor must be carefully 
tested to guard against leaks and dis- 
asters. The testing method is rather 
unique, according to AP. A small auto- 
mobile containing an X-ray eye (a small 
radium pellet) and operated by remote 
control is run through the long pipe, and 
photographic film wrapped around the 
outside of the pipe at each weld takes a 
picture of the weld, activated by the X- 
rays from within. Other ingenious meth- 
ods are used to mark any breaks in in- 
sulation. Pipe is usually buried in about 
two feet of soil and is subject to dangers 
from erosion, washouts, etc., hence the 
pipeline company must join hands with 
the farmers to plant the right vegetation 
and strengthen the topsoil over the pipe. 
The lines are patrolled by planes and 
helicopters, which can easily spot yellow 
vegetation—the sign of gas leakage—as 
well as flood damage, etc. Gas flows 
through the pipe at 25 miles per hour, 
driven by compressors at about 100-mile 
intervals. 

C. Pratt Rather, assistant deputy ad- 
ministrator of the Petroleum Adminis- 
tration for Defense, expects all the big 
gas lines now under way to be completed 
before winter, except two important ones 
supplying the Appalachian area. How- 
ever, allocations of steel for gas pipelines 
may be lower in the first and second 
quarters of 1952 than in the last quarter 
of 1951, since more pipe may have to be 


DEC. 20, 1951 


allocated to important oil lines (which 
had previously been slowed down in 
order to give favored treatment to gas 
lines before the heating season). All but 
one of the large gas lines authorized by 
the FPC should get enough pipe to com- 
plete them before the 1952-53 heating 
season, he predicted, and one is rated for 
pipe, although not yet authorized by the 
FPC. 


Sales of gas in the twelve months end- 
ed September 30th reached an all-time 
high, with natural gas sales up 17 per 
cent and manufactured and mixed sales 
down 4 per cent. 


T a recent meeting of the American 
Gas Association, P. S. Stathas, 
senior partner of Duff & Phelps (well- 
known utility analysts of Chicago), 
pointed out that the gas industry should 
seek further means of stabilizing earnings 
in order to maintain investor interest and 
raise the huge amounts of capital re- 
quired for expansion. Manufactured gas 
companies ran into trouble a few years 
ago because of sharp fluctuations in cost 
of raw materials (principally coal and 
oil). Introduction of cheap natural gas 
as a substitute for manufactured gas, 
with prices generally fixed by long-term 
contracts, has helped to stabilize costs. 
But it has also opened up a huge new 
market for the gas industry—house heat- 
ing—which has a load factor of under 
25 per cent. To offset the seasonal char- 
acter of house heating, as well as the big 
fluctuations in demand resulting from 
temperature changes (degree-days) it 
has been necessary to increase industrial 
use of gas on an interruptible basis (the 
same as with the sales of hydroelec- 
tricity). But these developments have 
introduced new variables, so that earn- 
ings continue to swing rather widely at 
times. 

Now, however, the natural gas indus- 
try has found another method which 
helps iron out earnings irregularities— 
underground gas storage. “In the in- 
vestor’s eyes,” Mr. Stathas said, “under- 
ground storage adapts pipeline opera- 
tions to the space-heating load factor, 
and, in so doing, it minimizes depend- 
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ence on industrial dump sales and pre- 
serves this fuel for the more stable and 
higher-price markets. Underground stor- 
age raises the end use of a substantial 
part of a wasting asset from a low to a 
high classification, a real contribution to 
the over-all economy and to the long-term 
earnings stability of the gas industry. 


HILE storage will not only permit 
further expansion of house heating 

but also stabilize earnings, there is still 
some seasonal irregularity due to varia- 
tions in degree-days. Some companies 
have changed their annual reports from 
calendar years to fiscal years, geared to 
one full heating season instead of in- 
cluding parts of two seasons as the 
calendar year does. Mr. Stathas suggests 
also that “degree-day equalization re- 
serves be set up so that part of the ab- 
normally large earnings during a cold 
winter can be syphoned off and used to 
improve the showing in warm years.” A 
similar equalization reserve is used by 
some hydroelectric companies (Western 
Massachusetts Companies, for example). 
Mr. Stathas, describing the big con- 
struction and finance program of the 
natural gas industry, pointed out that 
heavy reliance has been placed on senior 
financing, principally bonds and deben- 
tures. In the first nine months of this 
year common stock financing provided 


less than 6 per cent? of the funds raised, 
he stated. “The market for common 
stocks is now relatively favorable, and it 
might behoove the industry to obtain its 
additional common stock money as soon 
as possible and thereby lay a foundation 
for subsequent senior financing. It is al- 
ways good policy to reserve a certain 
amount of bonding power for future 
contingencies.” 


1 The compilation of the Irving Trust Com- 
pany (see table below) does not include tem- 
porary bank financing. 

a 


Change in Stock Table 


HE table of “Financial Data on 

Electric Utility Stocks” (pages 903, 
904, and 905) has been rearranged so as 
to tabulate all the stocks in one alpha- 
betical list, instead of by size groups as 
formerly. However, size is still indi- 
cated by a column at the left showing 
1950 revenues in millions. 

When the table first began to appear in 
the FoRTNIGHTLY a few years ago, many 
of the smaller utilities were gradually 
emerging from holding companies and 
were unseasoned marketwise. Naturally 
the stocks of the smaller companies, new 
to the investing public, sold at a fair-sized 
yield differential from the old-line 
“name” utilities and some of the larger 
newcomers. 





Electric Utilities 
Bonds and Debentures 
Preferred Stocks 
‘Common Stocks 


Gas Utilities 
Bonds and Debentures 
Preferred Stocks 
Common Stocks 


Total Electric and Gas 


D—Decrease. 





*UTILITY NEW MONEY FINANCING (IN MILLIONS) 


* As compiled by the Irving Trust Company. 


1951 to % Increase 


Over 1950 


Date 
$125 $754 D 5% 
45 183 D24 
—_— 299 14 
$170 $1,236 
$ 37 $615 
— 33 
21 99 


$ 58 $747 
$228 


November 


$1,983 








DEC, 20, 1951 


902 





FINANCIAL NEWS 


Over the past two or three years this 
spread in yields has narrowed. In the 
November 22nd FortTnicuHTty table, 
variations were as follows: 


Average 


Aver- 
age 
Yield 
6.0% 

6.0 


Revenue 
Group 
$50,000,000 or over .. 
$25-$50,000,000 
$10-$25,000,000 
$5-$10,000,000 
Under $5,000,000 . 


Ratio 
12.4 
12.4 
12.2 
11.1 
10.8 


Averages All Groups 6.4 11.9 


Thus the average ratios for any one 
group varied from the general average 
by only about 4-9 per cent — a much 
smaller variation than would be found 
within each individual group. While size 
is still somewhat of a factor, other impor- 
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tant elements in market appraisal are the 
company’s credit standing (typified by 
the Moody bond rating), the regulatory 
position of the company (determined by 
the state in which it operates), possible 
popularity as a “growth” utility, the 
equity ratio, the dividend pay-out and 
the possibility of a pending change in the 
dividend, imminent stock financing, a 
rate increase, etc. Such factors are of 
course difficult to present in any tabula- 
tion of this limited character, though at a 
later date it may be possible to add bond 
ratings. 

A special advantage in alphabetical 
arrangement of the entire list is that this 
facilitates ready reference—in order to 
find any given utility it won’t be neces- 
sary hereafter to recall what size group 
it is in, in order to locate it. 


FINANCIAL DATA ON ELECTRIC UTILITY STOCKS 


1950 
Rev 
(Mill) 


Price 
About 


American G. & E. ($3t) 
Arizona Edison ($1.20) 
Arkansas Mo. Power ($1) .... 
Atlantic City Elec. ($1.30) .... 
Bangor Hydro Elec. ($1.60) . 
Beverly G. & E. ($3.40) 

Black Hills P. & L. ($1.28) .... 
Boston Edison ($2.80) 
California Elec. Pr. (60¢) .... 
Calif. Oregon Power ($1.60) .. 
Carolina P. & L. ($2) 

Central Ariz. L. & P. (80¢) .. 
Cen. Hudson G. & E. (60¢) .... 
Central Ill. E. & G. ($1.30) ... 
Central Ill. Light ($2.20) 
Central Ill. P. S. ($1.20) 
Central La. Elec. ($1.80) 
Central Maine Power ($1.20) .. 
Central & S. W. (90¢) 

Central Vermont P. S. (76¢) .. 
Cincinnati G. & E. ($2¢) 
Citizens Utilities (90¢f) 
Cleveland Elec. Illum. ($2.40) .. 
Colorado Cen. Power ($1) .... 
Columbus & S. O. E. ($1. 40) . 
Commonwealth Edison ($1. 80). 
Community Pub. Ser. (90 
Concord Electric ($2.40) 
Connecticut L. & P. (88¢) .... 
Connecticut Power ($2.25) ... 
Consol. Edison ($2) 

Consol. Gas Balt. ($1.40) 
Consumers Power ($2) 
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S 
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Cc 
O 
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11/28/51 Cur- 


Share Earnings* 


Freq. Price- 
rent Cur. % In- Of Re- Earn. 
Yield Period 


crease ports** Ratio 
5.2%t $4.61s 
0 1.94s 


11% my 
28 
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Share Earnings* 
11/28/51 Cur- Freq. Price- 
Price rent Cur. % In- Of Re- 


About Yield Period crease ports 


2.90je 5 ay 
1.78s DS ay 
2.08d 8 qc 
1.690 D9 b 
6.94s Dil bq 

.90d 18 a 
1.770 8 my 
1.94s D12 ay 
3.68d 32 a 
1.30s 


(Continued) 
Dayton P. & L. ($2) 


wn 
=) 


Detroit Edison ($1.20 

Duke Power ($4.75) 

Eastern Kansas (60¢) 

El Paso Electric ($1.20) 
Empire Dist. Elec. ($1.40) 
Fitchburg G. & E. ($3) 

Florida Power Corp. ($1.20) .. 
Florida P. & L. ($1.40) 

Frontier Power (25¢) 

General Pub. Util. ($1.40) .... 
Green Mt. Power ($1) 

Gulf States Util. ($1.20) 
Hartford E. L. ($2.75) 
Haverhill Electric ($3) 
Houston L, & P. (80¢) 

Idaho Power ($1.80) 

Illinois Power ($2.20) 
Indianapolis P. & L. ($2) 
Interstate Power (60¢) 

Iowa Elec. L. & P. (90¢) 
Iowa-Ill. G. & E. ($1.80) 

Iowa Power & Light ($1.40) ... 
Iowa Pub. Service ($1.20) .... 
Iowa Southern Util. ($1.20) ... 
Kansas City P. & L. ($1.60) ... 
Kansas Gas & Elec. ($2) 

Kansas Pr. & Lt. ($1.12) 
Kentucky Utilities ($1) 

Lake Superior D. P. ($1.80) .. 
Lawrence G. & E. ($2.40) .... 
Long Island Lighting (804) ... 
Louisville G. & E. ($1.80) .... 
Lowell Elec. Lt. ($3.55) 

Lynn G, & E. ($2) 

Madison G. & E. ($1.60) 

Maine Public Service ($1.20) .. 
Michigan Gas & Elec. ($1.80) .. 
Middle South Util. ($1.20) ... 
Minnesota P. & L. ($2.20) .... 
Missouri Edison (70¢) 
Missouri P. S. ($2.60) 
Missouri Utilities ($1) 
Montana Power ($1.55) 
Mountain States P. (84¢) 

New England Elec. (80¢) 

New England G. & E. ($1) ... 
New Orleans P. S. ($2.25) .... 
Newport Electric ($1.80) 

N. Y. State E. & G. ($1.70) ... 
Niagara Mohawk ($1.60) 

North American ($1.20) 
Northern Ind, P. S. ($1.40) .... 
Northern States Power 
Northwestern P. S. (80 

Ohio Edison ($2) 

Oklahoma G. & E. ($1.30) .... 
Otter Tail Power ($1.50) 
Pacific G. & E. ($2) 

Pacific P. & L. ($1.10) 

Penn Power & Light ($1.60) ... 
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Share Earnings* 
1950 “aes Cur- Freq. Price- 
Rev. Price rent Cur. Go In- Of Re- Earn. 
(Mill. ) (C ; 4) About Yield Period crease ports** Ratio 
ontinue: 


Penn Water & Power ($2) . 38 
Philadelphia Elec, ($1.50) 
Portland Gen. Elec. ($1.80) .. 
Potomac Elec, Power = ° 
Pub. Serv. of Colo. ($1. - ° 
Pub. Serv. E. & G. (31. 60) . 
Pub. Serv. of Ind. 

Public Serv. of 

Public Serv. of 

Puget Sound P. 

Rochester G, & 

Rockland L. & 


2.23d qc 
29 q 
27 

15 

27 

24 

29 

24 

17 

9 

34 

10 

San Diego G. & 13 
14 

23 

34 

8 

10 

12 

22 

12 

17 

24 

38 

3 

8 


letra ont d eh ad 
i SPM OND =H WUWOAN 
PNDARPOLANNONUNO 


Scranton Elec. ($1) 

Sierra Pacific P. ($1. 

So. Calif. Edison ($2) 

So. Carolina E. & G. (604) ... 
Southern Colo. P. (70¢€) 
Southern Company (80¢) 

So, Indiana G. & E. oe 50) . 
Southwestern E. S. (884) 
Southwestern P. S 

St. Joseph L. & é ($1.50) . ere 
Tampa Electric ($2.70) 

Texas Utilities ($1.68) 3 
Tide Water Power (60¢) + 
Toledo Edison (704) 103 
Tucson G. E. L. & P. ($1.60) .. 26 
United Illum. ($2.40) 41 
Upper Peninsula P. ($1.20) . 

Utah Power & Light pb 80) . 29 
Virginia E. & P. ($1.20) 22 
West Penn Elec. ($2) 

West Penn Power ($2.30) .... 37 
Western Lt. & Tel. ($1.60) .... 23 
Western Mass. Cos. ss 31 
Wisconsin E. P. ($1.30 23 
Wisconsin P. & L. (St. 12) . 17 
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Averages 

Canadian Companiestt 
C Brazilian Trac. L. & P. ... : : 2.35d 5.5 
C Gatineau Power 18 r . 1.46d 12.3 
C Quebec Power ! . 1.33d 9 13.5 
C Shawinigan Power : ; 1.98d 39 18.7 
C Winnipeg Electric . ; 2.44d D4 15.2 

d—December, 1950. je—June, 1951. ju—July, 1951. ag—August, 1951. s—September, 1951. 
o—October, 1951. B—Boston Exchange. C—Curb Exchange. O—Over-counter or: out-of-town 
exchange. S—New York Stock Exchange. D—Decrease. E—Estimated. NC—No comparable 
figures available. *All twelve months’ earnings comparisons have been adjusted to reflect in 
both periods, the present number of shares outstanding. If additional common shares have 
been recently offered, earnings are adjusted to give effect to the offering. {Earnings on average 
shares outstanding $2. 15; price-earnings ratio on this basis 15.8 and dividend pay-out 93 per cent. 
+tWhile these stocks are listed on the Curb, Canadian prices are used. ( Curb prices are affected 
by exchange rates, etc.). tStock dividend also paid in 1951. **The oneeen , symbols are used 
in this column to indicate the periods and frequency of earnings reports: a—Calendar year only. 
b—Twelve months only (reported monthly). bq—Twelve months only (reported quarterly). 
c—Cumulative months and twelve months. m—Month only. mc—Latest month and cumulative 
months. mcy—Latest month, cumulative months, and twelve months. mqy—Latest month, three 
months, and twelve months. my—Latest month and latest twelve months. q—Latest quarter 
only. qc—Quarters cumulatively. qy—Latest quarter plus last twelve months, 
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What Others Think 


Power for Progress 


GC NHEAP” government power came 

under criticism recently when 
H. B. Bryans, president of the Phila- 
delphia Electric Company, addressed 
the Pennsylvania Electric Association. 
Bryans asserted that there is no govern- 
ment power project in the United States 
today which can operate more economi- 
cally or sell power cheaper—on a com- 
parable basis—than privately managed 
companies. 

Bryans stated that whatever cheapness 
there is in government power rates exists 
because taxpayers somewhere make up 
deficits in the form of higher taxes. He 
added that all of us are paying for the 
cheap power sold by government power 
projects in various sections of the coun- 
try. 

The utility executive noted that the 
taxes alone paid by business-managed 
electric light and power companies on 
each kilowatt hour sold are more than 
the wholesale rate per kilowatt hour 
charged in the TVA territory. Bryans 
continued : 


If government power advocates are 
sincere in their claim that they can 
produce and sell electricity cheaper 
than privately managed companies can, 
then I challenge them to have Con- 
gress place government power on a 
comparable basis with business-man- 
aged companies. If this is done, it will 
be proved very quickly that govern- 
ment power, far from being cheap, is 
considerably more expensive. England 
learned this lesson to its sorrow, for 
today electricity there costs substan- 
tially more than before nationalization, 
and further increases are in prospect. 


The utility company president then 
referred to the “nationalization of the 
electric power industry” as being the ulti- 
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mate objective of the Federal power pro- 


gram. 
He added: 


In trying to sell this huge Federal 
power program to the country, its 
champions dwell on such things as 
“flood control” and “soil conservation.” 
No one objects to flood control or soil 
conservation. However, the pattern of 
the past—and it will not likely be 
changed in the future—is that dams ap- 
proved for flood control are ultimately 
turned into electric power plants. And 
dams used for electric power do not 
prevent floods. 

It is rather ironic that the United 
States, which is leading the world fight 
against totalitarianism, is thus threat- 
ened by it from within. All of us can 
be proud that the electric power com- 
panies are in the forefront of the fight 
for the preservation of the American 
way of life with all its freedom, privi- 
leges, and responsibilities. We are 
leading the battle against government 
in business by fighting government 
power. Opinion polls show we are mak- 
ing progress, and that wherever and 
whenever our story has been clearly 
told, government power has been de- 
cisively defeated. 


Bryans pointed to a widespread mis- 
conception on the part of the public as to 
its understanding of the origin of its 
electric service. He noted that a recent 
opinion survey indicated that two out of 
every ten private company customers 
think their electricity comes from gov- 
ernment operation or they do not know 
who serves them. Strongest support for 
private enterprise comes from customers 
who know they get service from a busi- 
ness-managed company. He declared that 
the survey showed that if each customer 
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If we are to sell ourselves permanently 
to the American people, we must provide 
a service that is the best, the cheapest, 
and the most reliable possible. 


could be informed he is being served 
by a business-managed company, over-all 
sentiment for government ownership 
would probably drop about 7 per cent. 





The Other Side of the Bingham Plan 


pres Colonel Sidney H. Bingham, 
chairman of the New York City 
Board of Transportation, addressed the 
joint meeting of the Metropolitan Traffic 
and Transit Committee in Los Angeles 
last July, the transit expert advanced a 
“Transit Utopia” idea which has since 
been the source of much comment in the 
transit industry. 

The plan, designed to remedy the ills 
of the transit industry, called for local 
government acquisition of transit facili- 
ties in exchange for revenue bonds. The 
over-all direction of this public transit 
corporation would be in the hands of a 
board of directors, with government and 
bondholder representation. The day-to- 
day operations and management control 
would remain in the hands of present 
management as long as successful opera- 
tion continued. The corporation would 
pay no taxes and there would be a re- 
quirement that the fare should be suffi- 
cient to pay operating expenses and debt 
service. 

Writing in the convention issue of the 
magazine, Mass Transportation, Donald 
H. Walker, president of Fort Wayne 
Transit, Inc., has taken direct issue with 
Colonel Bingham in the form of an open 
letter. One of Walker’s prime objections 
to the Bingham formula centers around 
its government ownership aspects. Walk- 
er states: 


As an American citizen, it seems to 
me that all proposals to solve the 
world’s troubles, our own troubles, 
and even the troubles of the transit in- 
dustry must be tested by the answer to 
one simple question: “Is this proposal 
right or wrong in terms of American 
principles?” Your proposal rings a 
resounding “wrong” in my conscience, 
and the reason is simple. The major 
battle of our generation is between 
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Marxism and Americanism. The ulti- 
mate aim of Marxism is the control of 
all means of production by the state. 
That is true whether you are talking 
about Communism as it is known in 
Russia, or Socialism as it is known in 
England—the objectives are identical. 
Have you, Colonel Bingham, ever 
studied the communist plan for con- 
trol of the United States? It is to be 
gained not by revolution, you know, 
but by gradual political and legislative 
processes. One of the major objectives 
is, and I quote, “Centralization of 
communication and transportation in 
the hands of the state.” I firmly be- 
lieve that all of us, as individuals, have 
to stand up and be counted—we are 
either for private ownership or for 
public ownership—and you can put me 
down on the side of private ownership 
in this struggle. You are so right when 
you say, “Similar progression from 
private to government ownership and 
operation has taken place in many 
American cities and abroad as well.” 
Alas, how true! Only, it is not “pro- 
gression.” It is “regression.” And I 
want none of it. 


ALKER then goes on to state his be- 
liefs, as a businessman, in the 
soundness of the capitalistic system : 


As a businessman, I believe in the 
capitalistic economy that has made 
American business progress possible. 
This has all been financed by the ac- 
cumulation and investment of capital, 
with the inherent risk of profit. The 
real function of business is to create 
wealth. The function of government is 
to protect the wealth that has been 
created. It is important to remember 
that the government never created 
anything. It never built an industry. 
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“HEY BOY—THERE’S A SALESMAN HERE TO SEE YOU!” 


It never perfected an invention. It 
never created a moral code, produced 
a work of art, or made a dollar. All 
progress in all fields of endeavor has 
come from the personal efforts of the 
many individuals who, in large or 
small part, by their hard work, in- 
spiration, superior mentality, or just 
plain desire to forge ahead, did some- 
thing of benefit to their fellow man. 
It is the only formula by which prog- 
ress can continue. 


He adds in the same vein: 


When you envision the creation of 
a “City Transit Corporation” whose 
direction would be in the hands of the 
government, but whose operation 
would be in the hands of “private en- 
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terprise,” are you not ignoring the 
first realistic fact of management? Is 
it not true, Colonel, that someone 
must manage, and that the function of 
management is of necessity a very un- 
popular task ? Costs, as you well know, 
have a habit of climbing. Inefficiency 
and waste can creep in at a thousand 
points. Unless someone stands in con- 
stant supervision, backed by sound 
know-how and judgment, and the 
right to exercise that judgment 
promptly, small elements of rising 
costs can quickly turn black figures 
into red. Cost control in itself is un- 
popular and he who controls costs is 
always subject to criticism and ill will. 
Past experience has shown us too 
often that most people whose position 
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depends directly or indirectly upon 
acceptance at the polls cannot and will 
not either make or back up these 
decisions. 


HE transit executive then challenges 

Colonel Bingham to show where 
government has done a better job than 
private business. He writes: 


I would challenge you, Colonel 
Bingham, to show a single instance 
where the government has ever op- 
erated any business as well as it has 
been operated by private enterprise. 
The public utility field is studded with 
examples to refute your theory about 
the efficiency of government operation. 
We hear much of the great value of 
TVA, and that plans for other re- 
gional power admininstrations blanket- 
ing the country are being pressed by 
many who feel that government own- 
ership is the cure-all for everything. 
It is true that the users of TVA pow- 
er pay less for it, but could anyone 
operate any business long with such 
bookkeeping principles? Do you know 
what it is costing you and me and 
every other citizen of the entire United 
States to subsidize power for TVA 
customers? Just who is kidding who 
about what, Colonel? 

As New York, Chicago, and De- 
troit and others escape taxes, their 
former share must be made up by 
Fort Wayne and Fort Worth, by 
Baltimore and Birmingham, by Provi- 
dence and Pontiac, and all the other 
places where private enterprise is still 
considered worth supporting. 

History has proved time and again 
the ultimate tragic result of your pro- 
posal. Did your friends from London 
happen to discuss with you the de- 
sire of many there to turn their trans- 
portation systems back to private op- 
eration? And did they mention that 
with the tax policy in England, this 
would now be impossible since there 
is no capital? Private industry must 
produce, or go out of business. A gov- 
ernment enterprise can go on losing 
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money for decades, but someone has 
to make up the loss. 

Your public transit corporation is 
really just the Chicago plan, isn’t it, 
Colonel, with the exception that you 
would have the bondholders elect some 
of the directors instead of having all 
of them appointed by public officials? 
The Chicago plan is the great concept 
of city operation such as you propose, 
but what have been the results? You 
have only to read the Chicago papers 
in the last few weeks to see what the 
answer is there. Demands for return 
to private operation are showing up 
already. Is just getting rid of taxes 
the way to make transit success pos- 
sible ? 


Walker states that as a businessman 
he is also directly opposed to any industry 
asking for special concessions or priv- 
ileges from the government, and par- 
ticularly opposed to tax exemption. He 
speculates as to how long business lead- 
ers in many lines of endeavor can con- 
tinue to fight the unfair tax exemption 
enjoyed by the co-ops doing untold mil- 
lions of dollars worth of business in com- 
petition with tax-paying concerns. 


HE Fort Wayne transit executive 

goes on to point out that some seg- 
ments of labor have opposed city own- 
ership of utilities. He quotes from the 
Weekly Labor Forecast and Review 
(August 11, 1951), issued by the State 
Labor News at Columbus, Ohio: 


Many, many city governments took 
over their local transportation sys- 
tems. With what results? 

First, the city lost tax revenue ; sec- 
ondly, the service became poorer ; and 
thirdly fares rose and rose to such an 
extent that the public refused to pa- 
tronize their local transportation sys- 
tems, 

New York, Chicago, Cleveland, San 
Francisco, Boston, and many others, 
all big cities, where the local trans- 
portation system is municipally owned, 
are in the red and going deeper and 
deeper into debt. The only way these 
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local transportation systems can con- 
tinue to operate is cover these deficits 
by more taxation on the local citizenry. 

Wherever public ownership pre- 
vails, inefficiencies and loose business 
practices are common occurrences. 
Operation deficits exist despite the 
fact these publicly owned utilities pay 
far less, or no, taxes compared with 
privately owned utilities. Certainly 
public ownership of utilities is not the 
answer. 


we adds that city transit is es- 
sential in all cities as a vital part of 
over-all traffic planning, but public own- 
ership simply shifts the burden entirely to 
the taxpayer, and certainly does not lead, 
in the examples at hand in this country 
already, to any vaunted superiority of 
operating methods or efficiency. He 
urged that the transit industry must be 
relieved of “needless burdensome taxes.” 

He points to the many transit com- 
panies suffering under such an unfair 
load but advances the theory that the 
reasonable plan for the future would be 
to show the unfairness of some of our 
taxation, and secure relief therefrom 
while the transit industry continues to 
pay the same type of taxes levied on all 
industry. 

Walker closes with the following sug- 
gestion : 


I am as aware as you are of the 
problems facing the transit industry. 
Those problems in the large and small 
cities vary only in degree and will cer- 
tainly require the combined talents of 
all of us if we are to find solutions to 
them, But let’s not just try to shift 
our tax burden to other businesses. 
That is the “co-op” way, and we can- 
not afford to align our industry with 
this devious type of tax favoritism. 
Let us fight, constantly and intelli- 


gently, to get taxes reduced at all 
levels—and not just for transit com- 
panies, but for all business whose very 
existence is threatened by the present 
terrific tax load. 

Actually, the elimination of unrea- 
sonable taxes is the only subsidy we 
need. There is no fair reason why 
some of our transit operations have to 
pay special taxes—for paving, gross 
income, support of parks, or for the 
general fund of the city. Those taxes 
are unfair—but so is tax exemption! 
Let’s fight our way out of that corner 
fairly, as individual companies and as 
an industry. 


He adds that to make tax exemption 
the basis for the continuation of the 
transit industry is to him a defeatist at- 
titude. He cautions that liberties once 
surrendered are seldom gotten back. 


¥ a companion piece in the same issue 
of Mass Transportation, a letter to 
the editor by a “Free Thinking Ameri- 
can,” the Bingham plan is also assailed 
as a socialistic answer to the transit 
problem. The writer comments on that 
phase of the Bingham formula which 
would exempt the municipal system 
from tax burdens by advancing the idea 
that a private company could do just as 
well paying its stockholders and bond- 
holders with the tax-exemption privi- 
lege and the private enterprise system 
in the transit industry would be pre- 
served. 

He attacked Bingham’s statement 
that his formula would assure continuity 
of essential service by pointing to recent 
labor emergencies in the industry where 
in the case of a municipal system (De- 
troit) service was held up and in the 
case of a private company (Kansas City) 
the company carried on operations un- 
der adverse conditions. 





“THE successful person regards each fumble as a mere step back- 
wards before taking two steps forward.” 
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—M. S. RuKEyser, 
Columnist. 
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In General 


FPC Suspends Proposed Rate 
Increase 


ie Federal Power Commission re- 
cently announced suspension of a 
proposed increase in wholesale gas rates 
by Transcontinental Gas Pipe Line Cor- 
poration, of Houston, Texas. 
Transcontinental operates a pipeline 
system from Texas to New York and 
supplies about fifty wholesale customers 
serving markets in Virginia, Louisiana, 


North and South Carolina, Georgia, 
Alabama, Pennsylvania, New Jersey, 
and New York, including Philadelphia 
and New York city. 

The company had proposed to make 
the rate increase of about $13,900,000 an- 
nually, effective December Ist. 

The commission suspended the rate 
pending a hearing or until May 1, 1952. 
The FPC said a number of state com- 
missions and customer companies have 
protested the proposed increase. 


Arizona 


Rate Boost Granted 


ENTRAL ARIZONA LicHt & POWER 

CompPany’s request for a 12} per 
cent rate boost was granted recently by 
the state corporation commission. 

The new rates, applying equally to the 
utility’s 70,000 gas users and 70,000 elec- 
tricity customers, will bring in an esti- 
mated $2,000,000 more a year to the 
company, the company’s president re- 


ported. The new rates were effective 
December Ist. 

Central Arizona was formed in 1920 
and this is the first time the company has 
asked for an increase, a spokesman said. 
Even with the increase, rates will be 20 
per cent lower than in 1940, the spokes- 
man added, since a number of rate cuts 
were put into effect in the intervening 
years. 


California 


Utility District Plan Studied 


—— of a municipal utilities dis- 
trict comprising most of San Joaquin 
county said recently they would wait 
until after the first of the year before 
presenting their project to the Stockton 
city council. 

The council is occupied with seeking 
a new city manager and the proposed 
1952 city budget. Selection of the man- 
ager will take place after February 15th, 
the deadline for applications. 
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Members of the San Joaquin Pomona 
Grange Utilities Committee, advocates 
of a local municipal utility, are Merle 
Cortner, chairman, and A. M, Thomas, 
both of Stockton, and Charles Adams, 
Escalon. One plan would exclude the 
city of Stockton and another would in- 
clude it. 

However, it was reported at a recent 
meeting of the Pomona Grange that any 
municipal utility district excluding Stock- 
ton would probably not be feasible. 
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Connecticut 


Gas Company Entitled to Appeal 


HE Northeastern Gas Transmission 

Company is entitled to appeal from 
a superior court decision denying it im- 
mediate possession of Fairfield county 
land needed for a pipeline right of way, 
the state supreme court of errors ruled 
last month. 

The company had brought condemna- 
tion suits against 79 Fairfield county 
landowners seeking immediate possession 
of the property so that the pipeline con- 


struction could start before final dam 
ages for taking the land were awarded. 
The Fairfield County Superior Court 
decided that the public interest in con 
struction of the pipeline was not so press.J 
ing as to justify giving the company im- 
mediate possession. Instead, the lower 
court held, the landowners should be per- 
mitted to retain their property pending a 
ruling on their contention that a statute 
giving gas pipeline companies the power 
of eminent domain is unconstitutional. 


Illinois 


Croup to Study Utility Laws 


9-MEMBER Illinois Public Utilities 
Laws Commission has been or- 
ganized, with Representative H. B. 
Green, West York Republican, as chair- 
man, and Drennan J. Slater, of Chicago, 


who will act as secretary of the group. 

The interim legislative commission } 
was created by the 1951 Illinois legisla- 
ture and given $2,500 to conduct a study 
on whether the state’s public utility laws 
need revision. The commission will re- 
port to the 1953 state legislature. 


Minnesota 


Has Right to Seek Emergency 
Fare Boost 


HE St. Paul City Railway Company 

has a legal right to go to the courts 
to seek an emergency fare boost, the state 
supreme court ruled recently. 

The firm, a subsidiary of Twin City 
Rapid Transit Company, appealed to the 
Ramsey County District Court after the 
state railroad and warehouse commission 
denied its request for a rate hike. 

Attorneys for the city of St. Paul and 
the state appealed to the supreme court 
from District Judge Albin S. Pearson’s 
denial of claims that the company had no 


right to contest the commission order. 
Judge Pearson, after a hearing October 
22nd, set the case for trial on November 
15th. Trial was delayed, however, until 
the high court decided on propriety of 
the appeal. 

The city and state claimed that the 
commission order was not appealable 
since it was merely temporary and did 
not fix a rate or concern itself with the 
fair value and rate of return of the prop- 
erty. 

The high court ruled that the order 
denying the fare increase “has the effect 
of fixing the rate” and “is an appealable 
order” under the law. 


Missouri 


Rate Increase Granted 


HE state public service commission 
issued an order last month granting 
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rate increases for Kansas City Power & 


Light Company, totaling $2,000,000 an- 
nually, based on 1950 sales. 





THE MARCH 


The company’s first application, filed 
May Ist, requested increases totaling $2,- 
380,000 annually. At the time a second 
yearing was held November 5th, follow- 
ing negotiations between themunicipality 
and representatives of the electric utility, 
@ the city of Kansas City withdrew its op- 
position to the higher rates. 

The new rate schedules will represent 
an over-all average increase of from 93 
to 10 per cent over the old schedules and 
will affect all classifications of customers. 
Service used on and after December Ist 
will be billed at the new rates. 


Utility Antistrike Law Upheld 


Spero law prohibiting strikes in 
public utilities is constitutional in 
so far as it has yet been tested, under an 
opinion handed down late last month by 
the state supreme court. The high state 


* 


OF EVENTS 


court upheld the validity of the media- 
tion, conciliation, and arbitration provi- 
sions of the law. 

While the court declined to rule on 
the strike, seizure, and penalty provisions, 
these provisions remain unconstitutional 
until tested in court. 

Missouri Attorney General J. E. Tay- 
lor ruled last spring that the law, known 
as the King-Thompson Act, was uncon- 
stitutional. State Comptroller Elmer L. 
Pigg subsequently declined to pay the 
salaries of the board of mediation and its 
employees on the basis of the attorney 
general’s opinion. The board then took 
the issue to the supreme court. 

While both sides brought all provi- 
sions of the act into their argument before 
the court, the state tribunal held as to the 
“severability” of the law and decided that 
all the provisions of the statute were not 
for the court to decide on at this time. 


New Hampshire 


Temporary Rate Increase 
Authorized 


A TEMPORARY 5 per cent increase in 

electric light rates, effective at 
once, was authorized on November 30th 
by the state commission in a 2-to-1 order. 
The Public Service Company of New 
Hampshire said the increases will pro- 
vide additional revenue of approximately 
$700,000 a year. The company had asked 
for a temporary boost of $979,504, and a 
7 per cent surcharge on bills. 

The company’s permanent rate peti- 
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tion, which is still pending, seeks an an- 
nual boost in revenue of $1,600,000. 

In his dissenting opinion, Commission- 
er Thornton found that the electric util- 
ity should be allowed increased revenue 
of $464,498, as recommended by State 
Attorney General Tiffany, and no 
more. 

The issue of whether “average water” 
conditions or actual 1951 water condi- 
tions should be considered in determining 
temporary rates was the main point of 
contention in the final phases of the rate 
case. 


New Jersey 


Utility Bill Adopted 


SPECIAL session of the state legisla- 
ture last month adopted a bill 
which authorizes the attorney general to 
engage specialists in rate cases brought 
before the state board of public utility 
commissioners. 
The measure, known as the utility pub- 
lic defender bill, assesses the cost of ex- 
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pert assistance against utilities seeking 
rate boosts. Its adoption was said to 
mark the first advance in a long fight to 
equip the state with the means to enter 
rate proceedings on something approxi- 
mating equal footing with the utilities. 
The bill was introduced by Assembly 
Majority Leader Cavinato, Bergen 
county Republican. 
DEC. 20, 1951 
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North Dakota 


Seeks Electric Rate Increase 


ge Northern States Power Com- 
pany last month asked the state pub- 
lic service commission for an average in- 
crease of 13.1 per cent in electric rates 
in its Fargo-Grand Forks system. 

In Fargo, the company’s proposal 
would mean an average increase of 15.3 
per cent in revenue from residential con- 
sumers, and from commercial consumers, 
12.3 per cent. 

At a public hearing, company officials 
cited rising costs as necessitating the rate 
boosts. 

Based on electrical consumption for 


the year ended September 30th, the new 
schedule would add $93,700 to the resi- 
dential electric bill in Fargo and $86,000 
to the commercial. The proposed rates 
would hike the average monthly residen- 
tial electric bill in Fargo by about 14 per 
cent. 

The rate increase would provide addi- 
tional revenue of $402,700, based on the 
year ended September 30th, and bring 
the net return close to 5 per cent. The 
company produced exhibits showing an} 
actual return of 2.84 per cent during the 
same period on a net operating invest- 
ment of $11,026,712 in Fargo-Grand 
Forks. 


* 
Ohio 


Electric Supply Plan Given 


4-POINT program to help insure 

adequate electric power supplies 

in the nation was recommended to Con- 

gress’ Joint Committee on Defense Pro- 

duction recently by the Ohio Public 
Utilities Commission. 

All civilian and defense needs are being 
met in Ohio and Ohio utilities are 
furnishing power to the atomic energy 
plants at Johnsonville, Tennessee, the 
commission said. It suggested this pro- 
gram to the congressional committee: 


1. “See that the already planned pow- 


er expansions get the materials and 
equipment needed, and on time.” 

2. Realize “it is short-sighted to 
authorize materials for building of 
houses and manufacturing plants” unless 
there is enough power to operate them. 

3. Allocate power plant materials far 
enough in advance—taking into con- 
sideration it requires two to three years 
to build such installations, 

4. Broaden exemptions from Federal 
jurisdiction so the maximum interchange 
of power between companies in neighbor- 
ing states may be made in time of emer- 


gency. 


> 
Virginia 
U.S. Supreme Court Upholds 


Strike Law 


AY attack on the constitutionality of 
Virginia’s Public Utility Labor 
Relations Act was rejected recently by 
the United States Supreme Court. 

Without comment, the high Court de- 
clined a labor union’s appeal which con- 
tended the state law conflicts with the 
Taft-Hartley Act and also violates the 
Federal Constitution’s commerce and 
“due process” clauses. 

The Supreme Court’s refusal to inter- 
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vene had the effect of affirming an earlier 
decision by a special 3-judge Federal 
court. This 3-man tribunal, sitting at 
Richmond, dismissed the petition of 
Local 333-B, United Marine Division of 
the International Longshoremen’s Asso- 
ciation (AFL), for an injunction against 
state enforcement of the utility act. 

The case grew out of a strike involv- 
ing the Virginia Ferry Corporation’s op- 
erations between Little Creek and the 
Eastern Shore last summer. To prevent 
a stoppage of ferry service, the state 
seized the ferry system. 





Progress of Regulation 


Time Extended for Holding Company Sale of Subsidiary 
To Public Utility Districts 


i ee American Power & Light Com- 
pany, a holding company ordered 
to dissolve, was authorized by the Se- 
curities and Exchange Commission to 
make a cash distribution to its single 
cass of stockholders in partial liquida- 
tion. The company was also given addi- 
tional time to negotiate a sale of the com- 
mon stock of a subsidiary company to 
public power groups. The commission, 
however, required the company to file 
a plan for alternative distribution of the 
subsidiary stock. It said that if such 
plan were not filed, it would immediate- 
ly apply for the appointment of a trustee. 

The holding company’s management 
favored a sale of the subsidiary stock to 
public utility districts, It believed such 
a sale would be more advantageous to 
the stockholders than a distribution. 
But some of the stockholders urged im- 
mediate distribution of the stock. This 
position was taken by those opposing 
the transfer of the properties to public 
ownership as a matter of principle, as 
well as those seeking to assure contin- 
wance of the properties as a privately 
owned public utility company. 

Section 11 of the Holding Company 
Act was construed as imposing upon the 
commission the responsibility of de- 
termining the end result to be achieved 
by way of simplification of holding com- 
pany systems, The commission believed, 
however, that the act left to the manage- 
ment of the systems in the first instance 
the business decisions as to how to 


915 


achieve those results most advanta- 
geously for their security holders. But the 
managerial decisions must be consistent 
with any special rights or priorities of 
particular classes of security holders, 
and with applicable standards of public 
interest. 

It has been the commission’s con- 
sistent administrative policy to take 
such preliminary steps as are likely to 
facilitate compliance with § 11 of the 
Holding Company Act, but to avoid re- 
sort to a court for the appointment of 
a trustee or other coercive remedy until 
satisfied that this step is necessary to 
achieve reasonably prompt compliance 
with the act. 

Public utility districts of the state of 
Washington have been trying to perfect 
a plan to purchase the subsidiary prop- 
erties. The holding company’s delay in 
disposing of those properties resulted 
from difficulties in arranging the sale. 
The commission concluded that under 
these circumstances recourse to a court 
for the appointment of a trustee was not 
required. It did not feel justified in 
superseding the judgment of the man- 
agement that a sale might be most ad- 
vantageous to the company and its se- 
curity holders. The commission did 
recognize the fact that a sale might not 
take place. For this reason it required 
the filing of the alternative plan of dis- 
tribution of the subsidiary stock. 

The holding company alleged in its 
petition that Electric Bond and Share 
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Company had improperly used its posi- 
tion as a large stockholder to interfere 
with the plan for the sale of the sub- 
sidiary stock to public bodies, It asked 
that Bond and Share be ordered to cease 
such activities. The commission, in con- 
sidering this request, recognized that 
Bond and Share had an interest, not on- 
ly as a transitory stockholder of the 
holding company, but also as the owner 
of a large service company presently 
serving not only the subsidiary but also 
various other electric utilities operating 
in the area, where public power compe- 
tition has been strong. 


z 


The commission said that whether 9 
not Bond and Share continues as ; 
stockholder of the holding company, it 
may take whatever action it sees fit to 
assist utility companies in opposing the 
spread of public power development, so 
long as it complies with all applicable 
Federal and state laws. No action on 
this phase of the petition was deemed 
necessary, in view of the fact that Bond 
and Share was being required to dispose 
of its holdings of the subsidiary stock. 
Re American Power & Light Co. File 
Nos. 54-197, 59-12, 54-168, Release No. 
10820, October 15, 1951. 


Telephone Company Ordered to Serve Occupied Area 


HE Southwestern Bell Telephone 
Company, a company serving the 
Kansas City area, was ordered by the 
Missouri commission to extend service 
to a suburban area being served by an- 
other telephone company. The existing 
company was originally designed to 
serve a village and surrounding local 
area. The section has grown and de- 
veloped into a suburb of Kansas City. 
Residents of the area now have business 
and social interests in Kansas City rath- 
er than in the town in which the exist- 
ing company’s exchange office is located. 
As a result of this change the existing 
company’s service has become inade- 
quate, unsatisfactory, and unduly costly. 
A proposal was made to integrate the 
existing facilities with those of the 
Southwestern Bell Telephone Company 
to enable the existing company to render 
the same kind of service that the public 
in other suburban zones around Kansas 
City are receiving. The commission re- 
jected the proposal on the ground that 
it would be difficult to co-ordinate the 
management of the two properties so 
that the responsibility of looking after 
the service could be placed on the proper 
personnel. 

The commission said that it is re- 
luctant to require one utility to go into 
the area served by an adjoining utility, 
but the convenience and necessity of the 
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public served is paramount to the private 
interests of either or both of them. When 
the public convenience and necessity re- 
quire improvement in service, the prob- 
lem must be foreseen by the owners of 
the telephone exchanges, If they cannot 
agree upon the proper solution, the 
commission is obliged to determine what 
service is required. 

The commission observed that to re- 
quire the Southwestern Bell Telephone 
Company to extend its facilities into the 
occupied area does not constitute a new 
policy on its part. It found that the area 
is properly a part of the metropolitan 
area of Kansas City and should receive 
the same class of service from South- 
western Bell Telephone Company as 
that company is now rendering in other 
areas of metropolitan Kansas City. 

The record in this case indicated that 
the personnel of the existing company 
has had no experience in constructing 
such a system as is required to serve the 
metropolitan area. It has not employed 
any talent that is able to design a plant 
and integrate it with the system of the 
Southwestern Bell Telephone Company 
to furnish the required service. The 
commission observed that telephonic 
communication, when the facilities are 
properly laid out, affords a rapid means 
of communication. If the facilities are 
not laid out to afford that type of com- 
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munication, an effort to make use of it 
by the public becomes an irritation and 
does not serve the public as it desires 


= 


and is willing to pay for. Eagle v. North- 
side Teleph. Co. Case No. 11,575, Oc- 
tober 8, 1951. 


Investment Bank’s Exemption As a Holding Company Extended 


N investment bank which had been 
granted an exemption as a holding 
company with respect to its ownership 
of more than 10 per cent of the common 
sock of a gas company obtained from 
the Securities and Exchange Commission 
an extension of that exemption. The 
original exemption had been granted up- 
on representations of the banking firm 
that it desired to hold the utility stock 
only during the period of organization 
and initial operation of the utility and 
that it intended to effect public distribu- 
tion of the stock within a period of one 
year. 

The gas utility had issued the stock 
not only to finance the acquisition of gas 
utility assets of a company required to 
sell its properties to satisfy § 11(b) of 
the Holding Company Act, but also to 
finance construction of new transmission 
lines and distribution facilities. The or- 
ganization and development of the new 
company required approval of the Fed- 
eral Power Commission, a state commis- 
sion, and the Securities and Exchange 


Commission. 


The new company’s construction pro- 
gram had not advanced as rapidly as had 
been anticipated. Federal Power Com- 
mission authorization of the construction 
program had not been received. The 
company’s financing program had been 
arranged but not carried out. 

The commission said that the tempo- 
rary character of the holding company 
status is an essential element for exemp- 
tion under § 3(a)(4) of the Holding 
Company Act, Prolonged ownership by 
a group of investment bankers of 10 per 
cent or more of the voting securities of 
a public utility company would not be 
consistent with the policy of that section. 

The commission found, however, that 
due diligence had been exercised in the 
organization and development of the gas 
utility and that, under the circumstances 
of this case, it was appropriate that the 
exemption be extended to afford the in- 
vestment bankers an opportunity to carry 
out the construction program as origi- 
nally proposed. Re Equitable Securities 
Corp. et al. File No. 31-574, Release No. 
35-10847, October 26, 1951. 
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Two-man Crews Adequate for Single Unit Train 


HE Massachusetts Department of 
Public Utilities refused to require a 
railroad to place 3-man crews on single 
unit self-propelled cars. It pointed out 
that such cars are in operation on at 
least eleven other railroads in the United 
States, none of which has considered a 
third man necessary to guard the public 
safety. They are presently manned by 
2-man crews. The cars involved in this 
proceeding operate between Boston and 
Springfield, covering a distance of about 
98 miles. To compel the railroad to put 
another man on this essentially simple 
operation was deemed unreasonable. 
In matters of public safety, as in most 
other social relationships, there is such a 
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thing as a law of diminishing return. The 
department observed that, while it did not 
intend to permit any carrier or other util- 
ity under its jurisdiction to fail or re- 
fuse to take every reasonable precaution 
to protect the public, there is a line sepa- 
rating reasonable precaution from un- 
reasonable requirements. It concluded 
that one more man would accomplish 
nothing which could not be handled by 
the present crew in the absence of absurd 
hypotheses, such as the simultaneous 
death or disability of both the engineer 
and the conductor. 

The department’s attention was called 
to the rules promulgated by the New 
York commission as the result of a se- 
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ries of tragedies on the Long Island Rail- 
road. These rules require a man to be 
assigned permanently to the rear car of 
a train, The department said that, in the 
first place, it must be kept in mind that 
the Long Island Railroad was not 
equipped with automatic train stops, and 
the order of the New York commission 
was predicated upon such fact. The rail- 
road in this proceeding was equipped 
with automatic train stops. 

The department also observed that the 
trains in question were comprised of 
only one car, and there must necessarily 
be a man in the rear car. Any delay in 
such flagging as might be caused by the 
absence of a brakeman would not be 
such as to constitute a menace to public 
safety. 

Under the Massachusetts statute the 
decision as to the necessity for a “full 
crew” on a train is made by the depart- 
ment. Such legislative interference with 
the railroad’s management is valid. The 
department observed that the usual form 
which the “full crew” statutes take is to 
direct that trains of more than a given 
number of cars shall be manned by a 
crew of not less than a prescribed num- 
ber of men. It pointed out that in the 
present case, there was a single car op- 
eration, as to which there was no statu- 
tory precedent. 

The principal ground relied upon for 
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an increase in the number of men on the 
train crew was the company’s flagging 
rule. This required that when a train js 
stopped in a situation in which it might 
be overtaken by another train, a flagman 
must go back far enough to protect the 
rear of the train. The department found§ 
it difficult to imagine how the presence 
of a man with a flag a few feet behind 
a train in the block could add anything 
to the safety of the public. If the engineer 
of the overtaking train forestalled the 
brake from automatic application by 
throwing a lever as he went successively 
through two or three block signals and 
was still running at a speed so great that 
he could not stop when he saw a train 
standing on the track, the presence of 
the flagman would not avoid the accident. 

The department held that it would not 
be justified in ordering an increase in 
the number of a train crew merely to 
avoid dangers which might be caused by 
disobedience of the operating rules by a 
member of the crew. There has been no 
rear-end collision on the company’s road 
in at least thirty years. The department 
ruled that where the record is confined to 
conjectures as to the future, and there is 
no proof of accidents or present danger, 
it is improper to make an order such as 
the one sought. Brotherhood of Railroad 
Trainmen v. Boston & Albany Railroad, 
DPU 9335, October 5, 1951. 


Rate Division Based on “Typical Evidence Rule” Upheld 


HE United States District Court 

for New Jersey approved action by 

the Interstate Commerce Commission in 

ordering a general increase in the di- 

vision of joint rates among New York 
harbor railroads. 

The commission acted under the “typi- 

cal evidence” rule, which means that the 


e 


evidence relied on was “typical in charac- 
ter and ample in quantity to justify the 
finding made in respect to each division 
of each rate of every carrier,” without 
specific evidence being introduced to sup- 
port each and every rate. Central R. Co. 
of New Jersey v. United States, 99 F 
Supp 564. 


Grade-crossing Relocation Favored over Separation 
| greenness of grade crossings in a 


municipality, rather than the 
separation of grades, was favored by the 
New York commission. The relocation 
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plan, it was noted, would free the bulk 
of the municipality from railroad occu- 
pancy and operation and would allow 
a free flow of highway traffic. It would 
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permit the utmost development of im- 
provements for the public good, and com- 
mercial, industrial, and residential inter- 
ests would be able to expand and develop. 

It was further pointed out that severe 
congestion and confusion to rail traffic 
at key points would be relieved and more 


e 


efficient rail operation would be realized. 
There would be a minimum inconven- 
ience to the railroads and the public, and 
the cost would be considerably less than 
the cost of separating the grades. Re 
New York Central R. Co. Case 6607, 
October 22, 1951. 


Anticipated Federal Income Tax Increase Provided for 
In Rate Case 


sk Wisconsin commission author- 
ized electric rates to permit a re- 
turn of 6.1 per cent. Allowance for Fed- 
eral income taxes was based upon an 
anticipated increase in the tax rate from 
47 per cent to 52 per cent and upon the 
assumption that the increase would be 
effective at least from the end of the first 
quarter of the current year to the end 
of the year. 

The commission authorized the com- 
pany to require new customers to ad- 


vance a part or all of the cost of con- 
nection where there is a questionable 
business risk. Provision for refunds, if 
the venture proves stable, was recom- 
mended. 

A proposed rule permitting the com- 
pany to refuse service to electrically op- 
erated water heaters which do not meet 
the company’s requirements as to size 
was approved. Re Lake Superior Dist. 
can Co. 2-U-2800, Settember 28, 
1951. 
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Merchandising Expense Treatment Criticized 


A GAS company’s application for a 
rate increase was approved by the 
Maine commission except in so far as 
it would have established a fuel clause 
in the rate for large industrial custom- 
ers. The commission pointed out that 
in Re Portland Gas Light Co. (1947) 
69 PUR NS 154, it had set forth its ob- 
jections to the legality of fuel clauses. In 
that case the commission said: 


We do not think it in keeping with 
the objective of the act to make it in- 
cumbent upon such customer to ob- 
tain voluminous data from the com- 
pany and to apply various formulae 
thereto in order to find out whether 
or not his bill has been correctly com- 
puted. 


The commission did not approve of 
the company’s method of computing 
working capital by deducting accounts 
receivable for merchandise sales from 
current assets, without subtracting cur- 
rent liabilities. A more realistic ap- 
proach, the commission said, is to add 
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to materials and supplies an allowance 
to cover about six weeks’ operations and 
maintenance expense. 

The separation of expenses to be 
charged to utility operations and those 
to be charged to merchandising was 
carefully scrutinized. The company ap- 
parently charged appliance salesmen’s 
salaries to utility operations on the 
theory that their selling of gas appliances 
promoted the sale of gas. Their commis- 
sions were charged to “Merchandising 
and Jobbing,” a nonoperating account. 

The commission pointed out that the 
appliance showrooms were also used as 
offices and that all the costs of this space, 
including maintenance, taxes, and ad- 
vertising, were included as operating ex- 
penses, and made this comment: 


We think the handling of these and 
other items of Sales Promotion Ex- 
penses is subject to criticism and that 
when occasion demands it will be 
necessary for the commission to go in- 
to the matter of effecting a more ac- 
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curate separation. For purposes of 
the present case, however, the ques- 
tion becomes academic because it does 
not appear that the total Sales Pro- 
motion Expense of $49,848 could be 
reduced sufficiently to result in the 


realization of an excessive rate of re. 
turn from the rates which we shall 
authorize. 


Public Utilities Commission v. Port- 
land Gas Light Co. FC No. 1381, No- 
vember 15, 1951. 


a 


End of War Emergency Requires Cancellation of Permits 


AR in a legal sense frequently con- 

tinues until peace treaties are 
signed and ratified, but a continuation of 
war in its political aspects is entirely 
different from what in 1942 was found 
to be a “present war emergency” justi- 
fying the issuance of motor carrier per- 
mits. The South Dakota commission, for 
that reason, canceled several permits 
granted during the emergency of 1942 
authorizing the transportation of petro- 
leum products, in bulk, in tank trucks, 
within the state. 

Serious difficulties had arisen in the 
transportation and delivery of petroleum 
products to bulk stations during World 
War II because of the tremendous de- 
mand of the government for these 
products, the submarine campaign which 
resulted in the sinking of ocean-going 
tankers, and inadequate pipeline service 
from refineries. These developments 
placed a tremendous burden upon the 
railroads. The commission, therefore, 
took prompt steps to supplement rail 
service by authorizing service by tank 
trucks. Permits were issued on a 


temporary basis and extended only for 
the war emergency and six months 
thereafter, and, in most cases, subject to 
the further order of the commission. 

It was said to be the obvious function 
of the commission to construe the lan- 
guage and condition of the permits. 
Reference was made to decisions that 
the construction of certificates or permits 
issued by a commission is accepted by 
the courts unless clearly arbitrary. 

The commission said that it was em- 
powered in this proceeding to consider 
all facts of which it might take judicial 
notice, together with the record evidence 
presented. The commission then re- 
ferred to the small volume of traffic 
transported by present holders of per- 
mits, abolition of ODT orders, aboli- 
tion of numerous Federal wartime 
agencies, and the President’s proclama- 
tion of December 31, 1946, stating that 
although a state of war still existed it 
was possible to declare that hostilities 
had terminated. Re Class “B” Motor 
Carrier Permits, Report F-2335, No- 
vember 2, 1951. 
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Inadequacy of Existing Service Basis for Motor 
Carrier Competition 


N order of the Florida commission 
authorizing a motor carrier to 
serve an area in competition with an 
existing carrier was upheld by the 
supreme court of Florida. The court 
concluded that the evidence sustained 
the commission’s findings that public 
convenience and necessity required the 
new service. Consequently, it held that 
it could not substitute its findings for 
those of the commission. 
The court pointed out that it has fre- 
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quently held that it is not the policy of 
the law to encourage destructive compe- 
tition and thereby adversely affect exist- 
ing service. The law seeks to avoid a 
duplication of investments and other 
operating expenses or congestion of 
traffic on the highways. If a new carrier 
seeks to enter the field it is generally 
held that it must show that the existing 
services are not adequate to serve the 
public need. 

The burden of proof rests upon the 
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carrier seeking the new authority to show 
that public convenience and necessity 
warrant the authorization of the pro- 
posed service. Duplication of service on 
the part of transportation companies is 
always cautiously authorized by utility 
commissions. Such applications are ap- 
proved only where the public con- 
venience and necessity require it. 

In this case, however, the testimony 
indicated that the existing carrier had 


& 


rendered poor, inadequate, and unsatis- 
factory freight service for the past five 
years, 

The commission’s order recited that 
the existing carrier had furnished in- 
adequate service and that public con- 
venience and necessity were of greater 
importance than the private interests of 
a particular transportation company. 
Great Southern Trucking Co. v. Mack, 
54 So2d 153. 


' Advantage to Carrier Is Not Equivalent to Public Convenience 


HE application of a motor carrier 

for authority to broaden the scope 
of its operations so as to permit it to re- 
capture traffic which it had been handling 
without proper authority was denied by 
the New York commission. 

The carrier’s own certificate permitted 
it to carry canned goods from its base 
to a large city about 75 miles away and 
to carry feed and fertilizer on its return 
trip. Under the certificate of another 
carrier (MORT) it had also carried 
general commodities over the same route. 
This latter operation was found to be 
improper by the commission and termi- 
nated by its order in an earlier proceed- 
ing. 

Six shipper witnesses testified gen- 
erally in favor of the application but 


= 


made out no case of the public’s need. 

The carrier contended that approval 
of its application would enable it to bal- 
ance its operations and thus render a 
more economical and efficient service. 
The commission ruled that however ad- 
vantageous to the carrier this might be, 
it was no proof of public convenience and 
necessity. 

To the contention of the carrier that 
protesting transportation companies had 
no standing because they never handled 
any traffic involved in the proceeding, the 
commission commented: “. . . it is suffi- 
cient to say at least one reason why that 
is so is applicant’s unlawful operation 
under purported authority of the MO- 
RT certificate.” Re Gullace, Case MT- 
2840, November 7, 1951. 


Other Important Rulings 


Tz New York commission did not 
disturb a transit company’s deferred 
debit account which was offset by re- 
serves or was being amortized, although 
it stated that its general policy requires 
deferred debit balances either to be classi- 
fied to other balance sheet accounts, if 
they represent valid and proper assets, or 
eliminated from the balance sheet state- 
ments altogether. Re New York City 
— Corp. Case 15405, November 
, 1951. 


_ The California commission, in refus- 
ing to allow a gas company any additional 
revenue on the assumption that Federal 
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income tax rates would be increased, 
commented that “under present transi- 
tory world conditions, it is impossible 
to predict the precise degree or trend 
of tax, wage, or cost of money changes.” 
Re Coast Counties Gas & E. Co. Deci- 
sion No. 45926, Application No. 31614, 
July 3, 1951. 


The Civil Aeronautics Board over- 
ruled a contention by the Postmaster 
General that no corporate income tax in 
excess of 38 per cent be considered in 
the expense allowance of an air carrier 
and indicated that its allowance would 
reflect the rate effective at the time of 
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the hearing. The board pointed out that 
unless this were done a carrier would not 
realize the full return allowed it when 
its rates were established. Re Chicago & 
Southern Air Lines, Inc. Docket No. 
2564, October 18, 1951. 


The Louisiana commission ordered a 
water company serving all customers at 
a flat rate to install meters on hand for 
its largest consumers and to install addi- 
tional meters as soon as possible in order 
to forestall a possible complete failure 
of the plant to supply water adequately. 
Ex Parte Montz (A. Montz Water 
Works) No. 5830, Order No. 5787, 
August 4, 1951. 


The Indiana commission held that pro- 
posed telephone rates that would yield 
a return of 6 per cent were fair and 
reasonable. Re Southern Indiana Tele ph. 
Co. No. 22661, October 11, 1951. 


The Indiana commission denied, with- 
out prejudice, authority to increase water 
rates because the petition failed to refer 
to the statutes and sections thereof or 
commission rules and regulation appli- 
cable, and because it failed to state the 
name and address of each party and of 
his attorney, if any, and of some person 
duly authorized to accept service of 
papers on behalf of all parties. Re Ver- 
non Water Co., Inc. Cause No. 23019, 
October 4, 1951. 


The United States Court of Appeals 
held that shipments of grain transported 
from Canada over several railroads to a 
point in the United States, after two in- 
spections and two diversions, were sub- 
ject to a higher combination tariff rate 
rather than lower through rates, even 
though one of the inspections took place 
in Canada. Commodity Credit Corp. v. 
Petaluma & S. R. R. Co. 190 F2d 438. 
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ILLINOIS COMMERCE COMMISSION 


Re Ozark Air Lines, Incorporated 


No. 38951 
October 3, 1951 


A PPLICATION for authority to operate an intrastate air route; 


application granted. 


VYonopoly and competition, § 51 — Intrastate air transportation — Opportunity for 
bus companies to provide adequate service. 
It is not necessary, on authorizing intrastate air transportation, even though 
the terminals involved are in close proximity, to show that bus transporta- 
tion is inadequate or to give bus companies an opportunity to improve or 
give additional service, because the mode of travel is dissimilar, air speeds 
are greater and fares higher, and to say that there is a public need for ground 
transportation does not mean that there is not a public need for air transport. 


By the Commission : On December 
§, 1950, Ozark Air Lines, Inc., here- 
inafter referred to as Ozark, filed with 
this Commission an application for a 
ertificate of public convenience and 
necessity to engage in the transporta- 
ion of persons, property, and mail 
intrastate between the terminal or in- 
trmediate points of Rockford, La- 
Salle-Ottawa, Peoria, Springfield, 
East St. Louis, Moline, Galesburg, 
Bloomington, Champaign-Urbana, 
Danville, Decatur, Quincy, Cairo, and 
Chicago. 

On January 5, 1951, the Civic 
Memorial Airport Authority for the 
Alton-Wood River area filed an inter- 
vening petition which was amended on 
January 18th as of January Sth. 

The matter came on for hearing 
under the supervision of the Commis- 
sion at Springfield on January 30 and 
February 13, 1951. On February 
13th Ozark, applicant, Greyhound 
Corporation, Division of Central 
Greyhound Lines, Inc., Peoria-Rock- 


[11] 
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ford Bus Company, Illinois Terminal 
Railroad Company, Illini Coach Com- 
pany, objectors, and Civic Memorial 
Airport Authority, intervenor, all 
stipulated that the various objectors 
would file with the Commission and 
serve upon Ozark their various ex- 
hibits, being tariffs, certificates, re- 
ceipts and expenses and time tables, 
etc., and statements of protests on or 
before February 19, 1951. It was 
further stipulated that the matter 
would be continued to February 19, 
1951, on which date the examiner 
would be empowered by the stipulation 
to receive the various exhibits in evi- 
dence and the protests for the file, the 
matter then to be marked taken. No- 
tices of the continued hearing were 
waived. Protest was filed by the Illini 
Coach Company on February 13th and 
by the Greyhound Corporation on 
February 17th. 

On February 19th the matter was 
taken for decision. 

After the customary jurisdiction al- 
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legations, Ozark alleges that on July 
28, 1950, the Civil Aeronautics Board 
granted it a temporary certificate of 
public convenience and necessity for a 
feeder service for three years, effective 
September 26, 1950, authorizing 
Ozark to engage in air transportation 
for the carriage of persons, property, 
and mail over route No. 107, which 
route contains a number of segments, 
in which segments are contained the 
following stopping points within the 
state of Illinois: 

Segment No. 1—Rockford, La- 
Salle-Ottawa, Peoria, Springfield, and 
East St. Louis; 

Segment No. 2—Galesburg, Peoria, 
Bloomington, Champaign-Urbana, 
and Danville; 

Segment No. 3—East St. Louis, 
Springfield, Decatur, Champaign-Ur- 
bana, Chicago, and Danville; 


Segment No. 4—East St. Louis, 
Quincy, and Moline; 

Segment No. 5—East St. Louis 
and Cairo. 


Segments Nos. 6 and 7 are entirely 
without this state except that East St. 
Louis is a co-terminal point in Seg- 
ment No. 6, there being no inter- 
mediate or other terminal stops with- 
in this state. It is further alleged that 
Galesburg is, by the terms of the Civil 
Aeronautics Board order, exempted 
because its airport is not presently 
usable and that Moline may be used 
in lieu of Galesburg. It is further al- 
leged that Ozark is to use Douglas 
DC3 28-passenger aircraft. 

The Civic Memorial Airport Au- 
thority for Alton-Wood River area, 
Madison county, alleges that it is a 
municipal corporation comprised of 
the townships of Alton and Wood 
River which include the cities of Alton 
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and Wood River and the villages of 
Hartford, East Alton, and Bethalto: 
that the Alton-Wood River area is in 
need of scheduled air transportation of 
persons, property, and mail; that the 
city of Edwardsville is only 9 miles 
from the airport site; that the Alton- 
Wood River area is the third largest 
industrial district in this state, con- 
taining 18 major companies engaged 
in the production of various items of 
manufacture; that the area is not an 
integral part of the St. Louis or East 
St. Louis area; that there is no bus 
line, car line, or any other public trans- 
portation from the Alton-Wood 
River area to the St. Louis airport 
without going through downtown St. 
Louis; that it inconvenient to reach 
Lambert Airport and also to reach 
Parks Airport at East St. Louis, 
which is established as a terminal; 
that to travel north by air after trans- 
portation to the airport at East St. 
Louis gives little appreciable time sav- 
ing over ground forms of transporta- 
tion ; that a Class 3 airport is now un- 
der construction for the area and will 
be ready shortly to receive flights. In- 
tervenor prays that its Civic Memorial 
Airport be designated as a point for 
scheduled local air service and that the 
Commission determine that public 
convenience and necessity require that 
scheduled local air service be made 
available to the Authority for the Al- 
ton-Wood River area. Intervenor 
further prays that its airport be desig- 
nated as an intermediate point on Seg- 
ment No. 3 or such other route or 
routes as may be established and ap- 
proved to give adequate, scheduled, 
local air service to the Alton-Wood 
River area. 


Illini Coach Company alleges in its 
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protest that it is certified by this Com- 
mission to engage in transportation of 
persons and property as a common 
carrier within this state between 
Bloomington and Peoria, Champaign 
and Bloomington, Danville and 
Bloomington, and between Blooming- 
ton and Peoria via Morton; that the 
local intrastate service proposed by 
Ozark is not needed to serve the con- 
venience and necessity of the public 
between Peoria and Danville and in- 
termediate points; that Illini ade- 
quately serves those needs and that the 
granting of a certificate to Ozark 
would create injurious direct compe- 
tition that would be detrimental, not 
only to Illini, but to the general public. 

The Greyhound Corporation alleges 
by its protest that it is authorized to 
engage in transportation of persons 
and baggage as a common carrier by 
motor vehicle between numerous 
points in this state, among others, be- 
tween Peoria and Springfield, Spring- 
field and East St. Louis, Moline and 
Galesburg, Galesburg and Peoria, 
Decatur and Champaign-Urbana, 
Champaign-Urbana and _ Chicago, 
and East St. Louis and Moline; that 
Greyhound is now rendering efficient, 
frequent, and adequate service be- 
tween all of the above-mentioned 
points and stands ready and able at 
all times to render such transportation 
as a common carrier as may be needed 
or required by the traveling public be- 
tween such points. 

In its accompanying memorandum 
of law, Greyhound argues that the 
place of a common carrier by air is the 
furnishing of service between points 
a considerable distance apart where 
the airplane can furnish a marked sav- 
ing in time over that possible in the 
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case of surface carriers. It is urged 
that in the instant matter the munici- 
palities are so close together that when 
consideration is given to the time nec- 
essary to reach outlying airports from 
the municipalities involved, the dif- 
ference in elapsed time for the entire 
trip by air or bus is so comparatively 
small that the interjection of an air 
carrier as a competitor to adequately 
existing motor bus carriers is as un- 
warranted as permitting another sur- 
face carrier into the field. It is urged 
that this is particularly true with re- 
spect to the proposed Peoria-Spring- 
field, Moline-Galesburg, Galesburg- 
Peoria, St. Louis-Springfield, and 
Decatur-Champaign-Urbana _ opera- 
tions proposed herein by Ozark. 
Greyhound urges, further, that the 
supreme court of this state has held 
repeatedly that this Commission is 
powerless to authorize a competing 
utility to enter an occupied field until it 
appears satisfactorily that the carrier 
in the field has first been given an op- 
portunity to show whether it is able 
to supply the required additional or 
improved service and that in this mat- 
ter there is an absence of any showing 
that the present common carrier trans- 
portation service furnished by Grey- 
hound is not adequate and convenient ; 
that under the decisions it is essential 
to the validity of a grant of a certificate 
by the Commission to a new carrier 
that such a showing be made. It is 
submitted that service between points 
in as close proximity as those last 
named cannot only be adequately and 
reasonably handled, but even better 
handled by the type of motor transpor- 
tation offered by Greyhound rather 
than by air. 
The Commission does not agree 
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with the contentions of the bus lines. 
Air transportation, at least for such 
routes as are under consideration here, 
and in the present state of aircraft de- 
velopment, is a different thing from 
ground transportation. The mode is 
totally dissimilar. Air speeds are 
much greater and fares by air are sub- 
stantially higher than by bus. To say 
that there is a public need for ground 
transportation and to certificate bus 
lines between various points does not 
mean that there is no public need for 
air transport. 

The Commission is of the opinion 
that the record in this matter does not 
support the contention of the Civic 
Memorial Airport Authority for 
Alton-Wood River area. The record 
does not demonstrate a public need at 
this time for scheduled local air serv- 
ice at that point. The feeder service 
operated by Ozark is experimental in 
nature and should not be burdened at 
this early stage with making stops at 
points for which a real public need has 
not been demonstrated. 

However, the opinions we have ex- 
pressed in this connection are not with 
prejudice to a renewal of Alton’s posi- 
tion in some future proceeding. 

After due notice, hearings were held 
under the supervision of the Commis- 
sion at Springfield on January 30, 
February 13, and February 19, 1951. 

Upon consideration of the record 
herein, the Commission is of the opin- 
ion and finds that: 


(1) Ozark is a common carrier of 
passengers, mail, express, and cargo 
by air in intrastate and interstate 
commerce and is a public utility within 
the meaning of $10 of the “Public 
Utilities Act,” as amended (Ill Rev 
Stats 1949, Chap 111-2/3, par 10); 
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(2) the jurisdiction of this Com- 
mission has been invoked properly and 
that for purposes of the subject mat- 
ter herein under consideration the 
Commission has jurisdiction of the 
parties hereto; 

(3) due notice has been given to all 
authorized competing transportation 
utilities in the field of activity here 
proposed and to the municipal corpo- 
rations affected hereby ; 

(4) Ozark is a Missouri corpora- 
tion authorized to do business in this 
state pursuant to the “Business Corpo- 
ration Act” in force July 13, 1933 
(Ill Rev Stats 1949, Chap 32, par 
157.1, et seq.) ; 

(5) by order of the Civil Aeronau- 
tics Board No. E 4472 dated July 28, 
1950, a temporary certificate of public 
convenience and necessity for feeder 
service was issued to Ozark for a route 
certificated by said Board as Route 
No. 107; that such certificate was is- 
sued on July 28, 1950, and designated 
the segments to be followed by Ozark; 
that said certificate by order of said 
Board was effective on September 26, 
1950, and is to remain in effect for a 
period of three years; 

(6) by the terms of the order, 
Ozark was temporarily exempted from 
the provisions of §401(a) of the 
Civil Aeronautics Act of 1938, as 
amended, in so far as they would 
otherwise prevent Ozark from engag- 
ing in air transportation with respect 
to persons, property, and mail; (a) to 
and from Moline in lieu of Galesburg 
on Segment No. 2 of Route 107, and 
(b) between Peoria on Segment No. 
2 of Route 107 and Burlington, Iowa; 

(7) so far as operations within this 
state are concerned, the certificate is- 
sued by the Board authorizes service 
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on the segments described as follows: 

1. Between the terminal point 
Rockford, the intermediate points 
LaSalle-Ottawa, Peoria and Spring- 
field, and the co-terminal points St. 
Louis, Missouri, and East St. Louis, 
Illinois ; 

2. Between the terminal point 
Galesburg and the intermediate points 
Peoria, Bloomington, Champaign- 
Urbana and Danville (terminal point 
‘Indianapolis, Indiana) ; 

3. Between the co-terminal points 
St. Louis, Missouri, and East St. 
Louis, Illinois, and the intermediate 
points Springfield, Decatur, Cham- 
paign-Urbana, and (a) beyond Cham- 
paign-Urbana, the terminal point 
Chicago, and (b) beyond Champaign- 
Urbana, the intermediate point Dan- 
ville (terminal point Indianapolis, In- 
diana ) ; 


4. Between the co-terminal points 


St. Louis, Missouri, and East St. 
Louis, Illinois, and the intermediate 
point Quincy and the terminal point 
Moline ; 

(8) Ozark has initiated service 
with Douglas DC3 28-passenger air- 
craft ; 

(9) Galesburg and LaSalle-Ottawa 
are without adequate airport facilities 
at this time and Parks Metropolitan 
Airport in East St. Louis is under a 
temporary restriction due to runway 
deterioration ; 

(10) the public interest will be 
served by granting to Ozark a certifi- 
cate of public convenience and neces- 
sity, which certificate should be issued 


to Ozark to operate its airplanes for 
the transportation of persons and 
property for hire in intrastate com- 
merce between the various points 
within this state and upon the seg- 
ments hereinabove described in find- 
ing No. 7; 

(11) the Commission should retain 
jurisdiction of Ozark in order that the 
exercise of the privileges granted by 
this order should be subject to such 
other reasonable terms, conditions, 
and limitations required by the public 
interest as may be from time to time 
prescribed by the Commission pur- 
suant to law. 

Now, therefore, it is ordered that 
Ozark Air Lines, Inc., applicant here- 
in, be, and it is hereby, authorized and 
directed to operate in intrastate com- 
merce on the routes described in find- 
ing No. 7 hereinabove, an air trans- 
portation service as a common carrier 
of persons and property. 

It is further ordered that a certifi- 
cate of public convenience and neces- 
sity shall be issued to said Ozark Air 
Lines, Inc., authorizing it to engage in 
the air transportation described here- 
inabove. 

It is further ordered that the Com- 
mission retain jurisdiction of Ozark in 
order that the exercise of the privileges 
granted by this order and by the cer- 
tificate ordered to be issued herein 
shall be subject to such other reason- 
able terms, conditions, and limitations 
required by the public interest as may 
be from time to time prescribed by the 
Commission pursuant to law. 
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FLORIDA CIRCUIT COURT, SIXTH JUDICIAL CIRCUIT 
IN AND FOR PINELLAS COUNTY 


Florida Power Corporation 


Vv 


Frank Seniehs et al. 


August 31, 1951 


CTION by electric company to enjoin enforcement of rate re- 
duction order of county regulatory board; dismissed. 


Return, § 16 — Right to fair return. 


Rates, 


Rates, 


Rates, 


1. A public utility must be permitted to earn a fair return on the fair value 
of its investment in order that it may render good service, maintain its prop- 
erty and facilities in good condition, and provide reasonable dividends to 
investors; and, since under rate regulation a public utility is denied the 
opportunity of large profits in prosperous times, which is one of the incentives 
for investment of private capital in such a utility, it should be assured a 
fair financial return in bad times, p. 168. 

§ 172 — Reasonableness — Value of service — Customer opinion. 

2. The opinion of the average customer of a utility that he gets a large 
amount of value at a comparatively small cost to him has no bearing on the 
question whether rates are reasonable, p. 168. 


§ 151 — Reasonableness — Rising prices — Former rates. 

3. The fact that electric rates under investigation have not been raised in 
many years, even though the price of practically everything else has risen 
substantially, has no bearing on the question of their reasonableness where 
they were established by the company and not by a regulatory board and 
may or may not have been excessive, p. 168. 


§ 2 — Legislative function. 

4. The function of rate making is purely legislative in character, even though 
exercised by a subordinate administrative body to whom the power of fixing 
rates has been delegated, p. 170. 


§ 6 — Powers of court. 

5. A court has no power to fix, directly or indirectly, the rates to be charged 
by public utilities, since the rate-making power is legislative rather than 
judicial, p. 170. 


§ 188 — Presumption as to reasonableness. 
6. A rate fixed by an authorized rate-making body for a public utility is 
presumed to be valid and reasonable, p. 170. 


Injunction, § 27 — Against rates — Proof as to inadequacy. 


7. Courts will not enjoin or interfere with the collection of rates established 
under legislative sanction unless they are plainly and palpably unreasonable, 
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confiscatory, or excessive, and clearly proved to be such, or unless there 
was fraud or arbitrariness in fixing such rates, p. 170. 


Appeal and review, § 15 — Burden of proof — Rates. 
8. One claiming that a rate established by a rate-making body is unreasonable 
or confiscatory has the burden of proving it to be such, p. 170. 


Appeal and review, § 15— Scope of review — Rate of return. 
9. The determination of a fair and reasonable rate of return is a legislative 
function to be exercised by the regulatory board, and the court can pass only 
on the alleged confiscatory nature of such return, p. 175. 


Return, § 50 — Confiscation — Unreasonableness. 
10. The words “confiscatory” and “unreasonable” as applied to rates are 
not always synonomous ; a rate may be fixed at what would seem to be a low 
level by a regulatory body and may appear unreasonable to a reviewing court, 
and yet the court has authority to invalidate the rate order only if the rate 
is so unreasonable as to be confiscatory, and if it is not confiscatory, the court 
cannot interfere, p. 175. 

Return, § 89 — Electric utility — Confiscation. 
11. A determination by a regulatory board that a rate of return of 6 per 
cent was adequate for an electric utility was upheld on judicial review for 
failure of the company to show by the preponderance of evidence that such a 
return was confiscatory, p. 175. 

Appeal and review, § 54 — Validity of rate order — End result. 


12. The validity of a rate order of a regulatory board, upon review by the 
court, is to be determined by the end result and not by any inconsequential 


errors in methods or application of method involved in arriving at the end 
result, p. 176. 
Apportionment, § 23 — Electric system costs. 


13. The mere fact that a power company owns a connected system extending 
over a large area does not, by the application of the magic phrase “integrated 


system,” require part of the costs of the entire system to be allocated to a 
county in which rates are being fixed; the test is what portion of the system 
in the state is used and useful in the county and not what could possibly 
become used and useful in case of catastrophes, p. 177. 


Appeal and review, § 16— Scope of review — Rate proceeding — Changing con- 
ditions. 
14. Whether changing conditions in the future will justify a change in a 
rate established by a county board must, under an act granting jurisdiction 
to a state Commission, become the concern of the state Commission and not 
of the local board or of a court reviewing a rate order of the county board, 
p. 178. 


¥ 


Wen LE, CJ.: In delivering my 
opinion in this case, I think it desir- 
able as a preamble to discuss briefly 
the economic and legal aspects of pub- 
lic utility regulation in an attempt to 
clear up some of the erroneous ideas 
regarding this subject that prevail in 
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the minds of many members of the 
public. Public utility regulation, and 
especially rate regulation, involves 
concepts frequently misunderstood by 
the average layman. The staunch in- 
dividualist is prone to feel that such 
regulation is an overextension of gov- 
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ernmental interference with our sys- 
tem of free enterprise, and that public 
utilities should be permitted to operate 
their businesses free from all regula- 
tion. Other laymen with a prevalent 
(and generally unjustified) distrust 
and dislike of “big business” and of 
“corporations” feel that utilities 
should be regulated without mercy, 
and their rates reduced for the benefit 
of the consumer without regard to the 
justice or soundness of such regula- 
tion. 

Amongst those directly concerned, 
i.e., utilities and regulating commis- 
sions and boards, almost as wide a dif- 
ference of attitude exists. Many util- 
ity executives have an inherent dislike 
of regulation ; and the average regulat- 
ing body is apt to feel that it was 
created for the principal purpose of re- 
ducing rates. 

[1] The economic justification of 
public utility regulation is clear. The 
average public utility operates under a 
franchise and is generally free from 
competition. It furnishes what has 
come to be regarded as an indispens- 
able service. The protection of the 
public’s interest requires that its man- 
ner of service be regulated. Its mo- 
nopolistic nature justifies regulation of 
its rates so as to prevent overcharging 
the consumer. To encourage private 
capital to invest in such utility, it must 
be permitted to earn a fair rate on the 
fair value of its investment, in order 
that it may render good service, main- 
tain its property and facilities in good 
condition, and provide reasonable divi- 
dends to the investors who have sup- 
plied the capital for the enterprise. 
Since under rate regulation a public 
utility is denied the opportunity of 
large profits in prosperous times, 
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which is one of the incentives for the 
investment of private capital in such a 
utility, it should be assured of a fair 
financial return in bad times. 

The legality of public utility regula- 
tion is beyond question. Practically 
every state has authorized such regula- 
tion. Statewide regulation of rail- 
roads, bus and truck lines, and tele- 
phone and telegraph companies has 
been in effect in Florida for many 
years, and now (Chap 26,545, Laws 
of Florida 1951) has been extended to 
electric and gas companies. 

Regulation of electric rates in Pinel- 
las county was authorized by Chap 
24,815, Acts of 1947, as amended by 
Chap 26,152, Acts of 1949. The con- 
stitutionality of this act was upheld in 
Florida Power Corp. v. Pinellas Util- 
ity Board (1949) — Fla —, 79 PUR 
NS 483, 40 So2d 350. 

So we are not now faced with the 
question: “Should electric rates be 
regulated?” The sole question before 
this court is as to whether the rate 
reduction ordered by the Pinellas 
County Utility Board is confiscatory. 


[2,3] The opinion of the average 
customer of a utility that he gets 
a large amount of value at a com- 
paratively smal! cost to him has no 


bearing on the issue. Neither does 
the fact that electric rates in this 
county have not been raised in 
many years, even though the price of 
practically everything else has risen 
substantially. The earlier rates were 
established by the power company and 
not by a regulatory board and may or 
may not have been excessive. We are 
concerned only with the question as to 
the fairness of the rates in 1950 and 
1951. 


The average rate regulation case 
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stretches into years and frequently by 
the time the final court has passed up- 
on the original fairness of the rate, 
conditions have so changed that a new 
rate hearing is commenced immediate- 
a ly or may even be commenced before 
the final adjudication of the appeal 
from the first hearing. This court in 
an effort to expedite the case, as far 
as is within its power, has heard the 
testimony in person rather than refer- 
ring it to a master with the accom- 
panying delay that such action would 
produce. 

The matter first came before the 
Pinellas Utility Board in a proceeding 
instituted by it for the purpose of in- 
vestigating the reasonableness of the 
rates, tolls, and charges made by the 
Florida Power Corporation in Pinel- 
las county. It employed the firm of 
Burns & McDonnell to make such in- 
vestigation and as a result of the in- 
vestigation and report of these engi- 
neers, the board adopted a resolution 
on December 20, 1949, “‘making tenta- 
tive findings that the rates and charges 
of Florida Power Corporation for the 
sale of electricity within the county of 
Pinellas were unfair, unjust, and un- 
reasonable and greatly in excess of 
operations and charges necessary to 
give said utility a fair return upon the 
value of its property properly allocable 
to the county of Pinellas in use and 
useful in rendering services to the 
users of electricity within said county 
and that the schedule of rates then in 
force by Florida Power Corporation 
for the sale of electric energy within 
the county of Pinellas should be re- 
vised to effect a reduction in consumer 
revenue to the extent of $500,000.” 


As required by the act, notice of the 
resolution was given to the Florida 
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Power Corporation and it filed its an- 
swer January 20, 1950, and at the 
same time filed its application for an 
adjustment upward of its existing 
rates in a manner which in effect 
would amount to a 7} per cent aver- 
age over-all increase in Pinellas county. 

The two proceedings were consoli- 
dated, and proceedings were held be- 
fore the board in March and April of 
1950, as a result of which the board 
entered an elaborate opinion to the 
effect : “From the evidence introduced 
at said consolidated hearing, by wit- 
nesses for the company and for the 
board, the board has reached the con- 
clusion, and so finds, that the company 
is not entitled to the adjustment in its 
rates requested in its application filed 
with this board January 20, 1950, and 
that the present rates for the sale of 
electricity within Pinellas county are 
unjust and unreasonable and that said 
rates should be changed, and that the 
rates for the sale of electricity within 
Pinellas county should be fixed which, 
when applied to the revenue received 
by the company from consumers of 
electric energy in Pinellas county dur- 
ing the year 1949, would cause a re- 
duction in Pinellas county revenue of 
the Florida Power Corporation of 
about $500,000 per year.” 

A resolution putting the conclusions 
into effect was adopted by the board 
on April 26, 1950. 

The Florida Power Corporation 
promptly instituted the present ac- 
tion seeking to enjoin the enforce- 
ment of the rate reduction order 
on the ground that the reduced 
rate so ordered was and is confisca- 
tory. A temporary injunction was 
granted and is still in effect under 
which the Florida Power Corporation 
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is continuing to charge and collect 
from its Pinellas county customers at 
the same rate it was charging before 
the board’s order, with the difference 
between those charges and the charges 
which would have been in effect under 
the ordered rate reduction being placed 
in escrow awaiting the outcome of this 
suit. 

Testimony in the matter was of- 
fered before the court for a number of 
weeks, resulting in a transcript of 
1,865 pages, together with 109 ex- 
hibits, many of which are lengthy, and 
all of which required and received the 
careful examination of the court. The 
case was ably presented by counsel for 
both parties and after the conclusion 
of the testimony an entire week was 
devoted to oral argument. This court 
is indebted to the lawyers concerned 
for their clear and detailed presenta- 
tion of a difficult and most involved 
case. Since the oral argument, the 
court has re-read the entire transcript 
and has carefully checked authorities 
cited by both sides. 

[4,5] The function of rate making 
is: purely legislative in character, even 
though exercised by a subordinate ad- 
ministrative body (such as the Pinel- 
las Utility Board) to whom the power 
of fixing rates has been delegated. 
Since the rate-making power is legis- 
lative rather than judicial, it is not 
within the power of a court to fix di- 
rectly or indirectly the rates to be 
charged by public utilities. 

The duty of courts with respect to 
rate making is merely to inquire con- 
cerning results, and where the issue 
is whether the rates prescribed by pub- 
lic authority are confiscatory, the court 
is not bound to accept the findings of 
the rate-making authority though they 
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are supported by substantial evidence, 
but may exercise its independent judg- 
ment upon the facts. See Ohio Valley 
Water Co. v. Ben Avon, 253 US 287, 
64 L ed 908, PUR1920E 814, 40 S Ct 
527; Bluefield Water Works & Im- § 
prov. Co. v. West Virginia Pub. Sery- 
ice Commission, 262 US 679, 689, 67 
L ed 1176, 1181, PUR1923D 11, 17, 
43 S Ct 675. 

[6-8] In general, a rate fixed by 
an authorized rate-making body for a 
public utility is presumed to be valid 
and reasonable. Accordingly, the 
courts will not enjoin or interfere with 
the collection of rates established un- 
der legislative sanction unless they are 
plainly and palpably unreasonable, 
confiscatory, or excessive, and clearly 
proved to be such, or unless there was 
fraud or arbitrariness in fixing such 
rates. One claiming that a rate es- 
tablished by a rate-making body is 
unreasonable or confiscatory has the 
burden of proving it to be such. See 
State ex rel. Railroad Comrs. v. Flor- 
ida East Coast R. Co. (1916) 72 Fla 
379, PUR1917B 1023, 73 So 171, 
Ann Cas 1918E 1206; Federal Power 
Commission v. Hope Nat. Gas Co. 
(1944) 320 US 591, 88 L ed 333, 
345, 51 PUR NS 193, 200, 64 S Ct 
281; St. Joseph Stock Yards Co. v. 
United States (1936) 298 US 38, 53, 
80 L ed 1033, 1042, 14 PUR NS 397, 
405, 56 S Ct 720. 


Pinellas county constitutes in area 
1.43 per cent of the areas of the coun- 
ties in which the Florida Power Cor- 


poration renders service. This per- 
centage is somewhat misleading as 
practically every portion of Pinellas 
county is served by the distribution 
system of the Florida Power Corpo- 
ration, whereas in many of the other 
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counties of the system only a small 
part of the county is actually served by 
the Florida Power Corporation due to 
large unpopulated areas or due to com- 
peting services by various REA com- 
B panies. Pinellas county is the most 
densely populated county in the sys- 
tem. Its per capita population is 603 
inhabitants per square mile of land 
area, which is almost five times the per 
capita of the next most densely pop- 
ulated county in the system (Orange 
county), and infinitely greater than 
most of the other counties in the sys- 
tem which descend to Dixie county 
which has less than six inhabitants per 
square mile. Pinellas county includes 
23 per cent of the population of the 
entire system and 50 per cent of the 
total number of customers and con- 
sumes 32 per cent of the electricity 
sold by the Florida Power Corpora- 
tion and pays for this 35 per cent to 37 
per cent of the gross receipts (35 per 
cent if the reduced rate is applied, 37 
per cent if the original rate is used). 
All of these percentages are here cited 
merely to show the number of vari- 
ables involved and that neither popula- 
tion, area, number of customers, kilo- 
watt hours consumed, nor gross sales 
in Pinellas county compare with the 
entire system in identical ratios. 


The rate to be charged to the con- 
sumer is determined by taking the 
gross revenue allowed to be collected 
by the utility and dividing it by the 
kilowatt hours consumed, thereby giv- 
ing a rate per kilowatt hour (the ac- 
tual process is not quite as simple as 
this, as different types of customers 
are and should be allowed different 
rates according to their amount of 
consumption and type of demand, but 
the basic principle remains as stated). 
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This is merely a mathematical problem 
and in the present case does not pre- 
sent much difficulty. The major prob- 
lem is to determine what gross sums 
the utility shall collect. The formula 
is comparatively simple and well rec- 
ognized, to wit: The gross revenue 
equals the operating expenses plus the 
depreciated value of the physical prop- 
erty to which depreciated value is ap- 
plied a fair rate of return. The for- 
mula is expressed as follows: ,R=E 
+(V-D) r. In the foregoing for- 
mula “R” is the gross revenue to be 
obtained from the rates in question, 
“E” is operating expenses, ‘““V” is the 
value of the physical property new, 
“TD” is the depreciation to be deducted 
and “r” is the rate of return expressed 
as a percentage. 

Although the formula is simple, its 
application is not. As was stated by 
Professor Clemens in his book “Eco- 
nomics and Public Utilities” at page 
52: “Each of the factors in the for- 
mula raises a host of questions which 
are at once the despair of administra- 
tors and the delight and livelihood of 
lawyers.” 


In the case now before the court 
there was a sharp divergence of expert 
opinion as to what should constitute 
operating expenses (factor “E’’). 
This difference was due not to any 
substantial disagreement as to what 
had been or was being spent by the 
Florida Power Corporation but due 
to disagreement as to what proportion 
of the system’s expenses should be al- 
located to Pinellas county. These op- 
erating expenses include expenses 
classified in six groups, to wit: 1. Ex- 
pense of production, 2. Expense of 
transmission, 3. Expense of distribu- 
tion, 4. Expense of customer’s ac- 
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counting and collection, 5. Expense of 
sales promotion, 6. Administrative 
and general expense; and together 
with annual depreciation constitute 
factor “E” in the rate formula. The 
value of the physical property new 
(factor “V”’) was one of the few items 
on which the experts agreed, both 
sides having settled on the “original 
cost” theory rather than on “present 
replacement value” or “reproduction” 
theory. The accrued depreciation (fac- 
tor “D’’) to be charged on the invest- 
ment was again a source of disagree- 
ment, the plaintiff's experts claiming 
that the depreciation reserve estab- 
lished by it some years ago in connec- 
tion with a hearing before the Federal 
Power Commission in passing upon 
the proposed merger of the Florida 
Power Corporation and the Florida 
Public Service Company, should be tak- 
en as the proper accrued depreciation to 
that date to be increased by the an- 
nual depreciations since then. The 
utility board’s experts claim that this 
original depreciation reserve had been 
incorrectly calculated and did not rep- 
resent the true accrued depreciation at 
the time of the Federal Power Com- 
mission hearing, and that the total ac- 
crued depreciation for the entire sys- 
tem was substantially greater than that 
claimed by the plaintiff. 

Both parties agreed that some part 
of the cost of the system outside of 
Pinellas county should be included in 
the Pinellas county rate base as “used 
and useful” in Pinellas county, and 
that some portion of the operating ex- 
penses of the remainder of the system 
should be charged to Pinellas county 
consumers. 

The parties disagreed radically as to 
the method of allocating to Pinellas 
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county its proper share of the capital 
cost and operating expenses of the re- 
mainder of the system. 


The plaintiff contends that the en- 
tire system is an “integrated” system 
and proposes to allocate the costs on 
various percentage bases. In support 
of this claim that a proportionate share 
of the entire system was “used and 
useful” in Pinellas county, the plaintiff 
contends that the integrated system of 
public utility operation is the generally 
accepted modern approach. If the 
Pinellas county system were isolated, 
that is, had no connection with other 
systems or portions of systems, it 
would be subject to interruptions of 
service due to unreliability of equip- 
ment or unavailability of equipment 
during periods of major repairs, ca- 
tastrophes, unusual peaks, sudden 
growth, or other abnormal conditions, 
and to insure against such impairment 
of service would be required to have 
a reserve or standby capacity for pro- 
duction in an amount equal at least to 
the size of the largest single generating 
unit. Such reserve equipment accord- 
ing to the plaintiff would be not only 
expensive but also highly unprofitable 
because of enforced idleness during off- 
peak hours and under normal circum- 
stances. By integrating the Pinellas 
system with the system in the remain- 
ing counties many of these hazards 
could be avoided since calamity rarely 
strikes all parts of a large service 
area simultaneously, peak demands do 
not coincide in point of time amongst 
the service units of a large area, and 
advance and co-ordinated planning 
eliminates any chance of concurrent 
repairs through the entire system. By 
consolidating many small and discon- 
nected plants into a single network 
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embracing a large area, more sources 
of power become available, less reserve 
is necessary, larger and more econom- 
ical generating machines become feas- 
ible, and the full benefit of co-ordina- 
tion between plants producing electric- 
ity by steam and those producing it by 
waterpower is realized. In addition, 
there are savings through quantity 
purchases, standardization of operat- 
ing procedure, conservation of techni- 
cal man power, and reduction in the 
inventory of spare parts and replace- 
ments. 

In view of the advantages of an in- 
tegrated system above described the 
plaintiff claims that in determining the 
true and legitimate value of property 
used and useful in serving the consum- 
ers of Pinellas county there should be 
allocated that percentage of all produc- 
tion and transmission plant investment 
in Florida which is in proportion to 
the average firm peak demand of the 
county as compared to the average 
firm peak demand of the entire system, 
and similar methods of allocating 
should be applied to the operating costs 
of the entire system. 


The defendant Utility Board on the 
other hand claims that practically all 
of the time all of the power required in 
Pinellas county can be generated by 
the Bayboro plant in Pinellas county, 
and that the occasional peaks which 
exceed the productive capacity of the 
Pinellas county plant can be met in full 
by power secured from the Inglis plant 
approximately 100 miles north of Bay- 
boro or purchased from the connecting 
system of the Tampa Electric Com- 
pany. The defendant further claims 
that none of the other plants in the 
entire statewide system are “used and 
useful” in producing current for Pi- 
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nellas county and that Pinellas county 
consumers should be charged only 
with a proper share of the costs of the 
Bayboro and Inglis plants, and should 
not be required to pay a return on a 
proportionate share of the entire sys- 
tem extending through thirty-one 
counties and including generating sys- 
tems whose cost of production is high- 
er than that of Bayboro and whose 
electricity is never actually used in 
Pinellas county. The defendant raises 
a similar objection to requiring the 
Pinellas county consumers to pay any 
portion of the production, transmis- 
sion, and distribution expenses of the 
remainder of the system, exclusive of 
Inglis and Bayboro. 


In accordance with the plaintiff’s 
theory the rate base for Pinellas 
county in 1949 should be $19,569,630, 
and in 1950, $21,588,853 (the in- 
crease in 1950 being due to the instal- 
lation and placing in operation of sub- 
stantial additions throughout the en- 
tire system). The plaintiff also claims 
that Pinellas county’s share of the op- 
erating expenses (including operating, 
maintenance, provision for deprecia- 
tion, taxcs, and income taxes) in 1949 
is $4,700,624, and in 1950, $5,569,959. 
The defendant on the other hand, 
using its so-called two plant system, 
i.e., Bayboro and Inglis, calculates the 
rate base of property “used and use- 
ful” in Pinellas county to be $13,773,- 
608 in 1949, and $17,208,213 in 1950, 
and the current expenses to be charged 
to Pinellas county to be $4,666,783 in 
1949, and $5,254,622 in 1950. 

Using the plaintiff’s method of cal- 
culating and allocating investment 
(factor “V’’), depreciation (factor 
“D”), and operating expenses (factor 
“E”), plaintiff claims that the return 
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on its investment under the rates or- 
dered by the board would have been 
5.32 per cent in 1949 and 4.85 per cent 
in 1950, if the reduced rates had been 
in effect for both full years. The de- 
fendant board calculates that the rate 
fixed by it applied to the rate base and 
expenses as calculated and allocated by 
it would have produced a return in 
1949 of 7.45 per cent and in 1950 of 
6.85 per cent. 

The witnesses for both parties con- 
stituted the most intelligent and capa- 
ble group of witnesses ever to appear 
before me. Their ability to explain a 
most complicated and involved matter 
in clear and understandable terms pro- 
vided an intellectual treat. Never- 
theless, as in so many cases involving 
expert testimony, there was apparent 
a tendency for each side’s witnesses to 
rationalize the conclusions they had 
reached. The witnesses on the “cost 
of money,” Mr. Gordon and Mr. 
Roberts, both are partners in bond 
houses interested in buying and sell- 
ing Florida Power Corporation secu- 
rities. They naturally are desirous of 
seeing that those securities are finan- 
cially sound, and that the Florida 
Power Corporation earns a substantial 
rate. The engineers for both parties 
testified that they were nearly always 
employed by parties of contending 
views, i. e., Mr. Loeb has been em- 
ployed by utilities who desired to re- 
sist any rate reduction and Burns & 
McDonnell by electric producers seek- 
ing to justify reductions. The value 
of their testimony must be charged 
with this history of employment in 
mind. 

Even the witnesses for one party 
would differ from each other depend- 
ing on the particular point they were 
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then trying to establish. When ques- 
tioned as to the cost of producing and 
distributing current in densely popu- 
lated areas as compared with sparsely 
populated ones Mr. Gordon claimed 
that the cost would be less; Mr. Mc- 
Keen stated that certain increases 
would offset the savings; and Mr. 
Woodson stated that it frequently was 
more and that no general rule could 
be given. 

An extreme instance of such ration- 
alizing was provided by Mr. McKeen 
when he was asked to explain the 
marked difference in the Pinellas 
county electric demand at 7 p.m. and 
at 8 p.m. on December 15, 1949. He 
proceeded to explain why less current 
was used at 8 p.m. than at 7 P.M. 
When reminded that the reverse was 
actually true, and that consumption at 
8 was substantially greater than at 
7, without blinking an eye he went on 
to give the reasons for the increase. 

The same type of rationalizing also 
existed to a certain and understandable 
extent in the approach of the lawyers 
to the problems involved. 

In attempting to arrive at a proper 
method of allocating investment and 
operating costs the court does not feel 
obligated to adopt in toto the methods 
advanced by either party. The enthu- 
siasm of advocacy of the lawyers and 
expert witnesses for both parties may 
have partially blinded them to or dis- 
torted their views of the actualities; or 
because of their pre-committed method 
of approach they may each have mis- 
conceived the true picture. The hon- 
est but radically differing and equally 
erroneous conception of the elephant 
by the six blind men is frequently du- 
plicated in lawsuits by witnesses who 
wilfully or unwittingly have restricted 
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their investigation to only a portion 
of the complete situation. 
The first part of the problem to be 
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rsely # determined is the “rate of return.” The 
imed # act provides that the board is prohib- 
Mc- @ ited from making any rate “which does 
ases Mf not give to the utility a return on its 
Mr. @ real and legitimate investment in the 
was # county of Pinellas of at least 6 per cent 
ould MJ on said investment . . . .” 

The board in its order decided that 
ion- { 6 per cent was a proper return. The 
een company claims such a rate is con- 
the fiscatory. 
llas [9, 10] The determination of a 













ind fair and reasonable rate of return is a 
He legislative function to be exercised by 
ent the board. See State ex rel. Swear- 
M. ingen v. Railroad Comrs. 79 Fla 526, 
as PURI920E 195, 84 So 444, 446. 
at The court can pass only on the alleged 
at confiscatory nature of such return. 
on The distinction between a “‘reason- 
able” rate and a “‘confiscatory”’ rate is 
30 discussed in Louisville & N. R. Co. 
le v. Siler (1912) 186 Fed 176; affirmed 
‘S$ in (1913) 231 US 298, 58 L ed 229, 
34S Ct 48. 
T “A public utility is entitled to such 
d rates as will permit it to earn a return 
l on the value of the property which it 
$ employs for the convenience of the 





public equal to that generally being 
made at the same time and in the 
same general part of the country on 
investments in other business under- 
takings which are attended by cor- 
responding risks and uncertainties ; 
but it has no constitutional right 
to profits such as are realized or 
anticipated in highly profitable enter 
prises or speculative ventures. The 
return should be reasonably sufficient 
to assure confidence in the finan- 
cial soundness of the utility, and should 
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be adequate under efficient and eco- 
nomical management to maintain and 

support its credit and enable it to raise 

the money necessary for the proper 

discharge of its public duties.” Blue- 

field Water Works & Improv. Co. v. 

West Virginia Pub. Service Commis- 

sion, 262 US 679, 67 L ed 1176, PUR 

1923D 11, 20, 43 S Ct 675. 

The courts of various jurisdictions 
have sometimes found it difficult to 
distinguish between “confiscatory” and 
“unreasonable.”’ The two are not al- 
ways synonomous. A rate may be 
fixed at what would seem to be a low 
level by a regulatory body, and may 
appear unreasonable to a reviewing 
court and yet the court has authority 
to invalidate the rate order only if the 
rate is so unreasonable as to be con- 
fiscatory. If it is not confiscatory, the 
court cannot interfere as it is the 
regulatory body’s province to deter- 
mine the unreasonableness. See Fed- 
eral Power Commission v. Natural 
Gas Pipeline Co. (1942) 315 US 575, 
86 L ed 1037, 42 PUR NS 129, 62 
S Ct 736. 

[11] The experts for both parties 
gave elaborate and detailed reports 
and opinions on what a reasonable rate 
of return would be. The court, after 
carefully considering all of the testi- 
mony and after carefully studying the 
exhibits and charts provided by the 
witnesses, which attempt to explain the 
rate of return generally being made at 
this time and in this general part of the 
country in similar utility investments, 
and after carefully considering the past 
record of the Florida Power Corpora- 
tion in financing additions and im- 
provements and expansions of its 
system, its record of earnings and 
dividends, and the price range of its 
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securities, is of the opinion that the 
plaintiff has failed to show by the pre- 
ponderance of the evidence that a rate 
return of 6 per cent is confiscatory. 

The feeble attempt of the plaintiff's 
expert, Gordon, to explain the favor- 
able earnings price ratio of the plain- 
tiff’s stock since the date of the rate 
order by intimating that investors 
feel that the rate reduction will be ad- 
justed and are relying upon an antic- 
ipated increase does not alter the con- 
clusion that the rate of return should 
not be held invalid by this court. 

The problem then remains to deter- 
mine the rate base upon which the 
plaintiff is entitled to a return of 6 
per cent. 

[12] The court does not intend to 
review in this opinion the details of all 
of the testimony nor to make elaborate 
findings of fact regarding each element 
entering into the rate base or operat- 
ing expenses. To do so would merely 
result in displaying the court’s in- 
dustry without affecting the conclu- 
sions reached. The validity of the rate 
order is to be determined by the “end 
result” and not by any inconsequential 
errors in methods or application of 
method involved in arriving at the 
“end result.” See Federal Power 
Commission v. Hope Nat. Gas Co. 
(1944) 320 US 591, 88 L ed 333, 
345, 51 PUR NS 193, 64 S Ct 281. 


The plaintiff’s theory that a propor- 
tionate share of the entire integrated 
system should be allocated to the rate 
base in Pinellas county was most per- 
suasively presented. However, a 
theory, no matter how intellectually 
appealing, cannot be permitted to con- 
fuse or distort the actual picture of the 
situation. 

At this point it is proper to com- 


ment on the difference between the 
1949 rate base claimed by the plain- 
tiff in its hearing before the board in 
March and April of 1950, and before 
this court in June and July of 1951. 
Before the board, plaintiff’s witnesses 


testified and plaintiff's lawyers con- J 


tended that the total value of plaintiff’s 
property “used and useful” in Pinellas 
county on December 31, 1949, was 
$26,096,594 less depreciation. Before 
this court the plaintiff’s witnesses and 
lawyers claimed a total for the same 
period of $22,928,948, or over $3,- 
000,000 less than claimed before the 
board. Of course it is true that the 
plaintiff is not bound by its claim 
(now tacitly admitted to have been 
$3,000,000 too high) before the 
board and is entitled to the court’s 
judgment on the evidence adduced be- 
fore the court, but such a substantial 
discrepancy in the testimony and con- 
tentions before the board and before 
the court indicates the difficulty that 
even the most honest and intelligent 
witnesses have in trying to arrive at 
exact figures in this most complex type 
of litigation. 

According to the plaintiff’s own 
witnesses and according to plaintiff's 
theory of allocation, Pinellas county in 
1949 produced a 6.79 per cent return 
in its share of the Florida Power Cor- 
poration’s investment, while the bal- 
ance of the system produced a return 
of only 6.23 per cent; and during the 
same period Pinellas County was con- 
suming 32 per cent of the electricity 
sold and paying for. it 37 per cent of 
the gross receipts of the system. These 
figures on their face, in the absence of 
satisfactory explanation, would indi- 
cate that Pinellas county consumers 
were being overcharged in comparison 
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with the customers of the balance of 
the system. 

Taking up first the part of the plain- 
tiff’s system north and west of Jasper, 
the court finds that this part contrib- 
utes nothing that is “used and useful” 
in Pinellas county. It is a sixth finger 
that adds nothing to the strength or 
use of the whole hand. So, also, the 
court finds that the eastern part of the 
system (including the Turner and 
Avon Park generating plants) was 
originally a separate system, and, 
even after integration or connection 
with the western part of the system, 
contributes nothing “used and useful” 
in Pinellas county. 

[13] The mere fact that the power 
company owns a connected system ex- 
tending over a large area does not by 
the application of the magic phrase 
“integrated system” require part of the 
costs of the entire system to be allo- 
cated to Pinellas county. The com- 
pany’s system in turn is connected 
with or integrated into practically all 
of the power companies of the south- 
eastern United States, but no one 
would suggest that Pinellas county be 
assessed with a share of the costs of all 
these other companies, even though in 
theory, if a catastrophe wiped out all 
of the generating plants in Florida, the 
connecting companies in other states 
could be called upon for current to be 
distributed in Florida. The test is 
what portion of the system in Florida 
is “used and useful” in Pinellas county 
and not what could possibly become 
“used and useful” in case of catas- 
trophes. 

Many courts have held that when 
rates are to be fixed in a community 
which is merely part of a larger area 
served by the utility, that the commu- 
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nity rates should be based upon the 
cost to the utility of serving the indi- 
vidual community. See Florida Power 
& Light Co. v. Miami (US Dist Ct 
1936) 16 PUR NS 159; upheld in 
(1938) 25 PUR NS 321, 98 F2d 180, 
and certiorari denied in (1938) 305 
US 644, 83 L ed 415, 59 S Ct 147; 
Eau Claire v. Railroad Commission, 
178 Wis 207, PUR1922D 666, 189 
NW 476; Trenton v. Missouri Pub. 
Service Co. (Mo 1932) PUR1933E 
268; Re Northwestern Electric Co. 
(Or 1932) PUR1933A 493; Re In- 
terstate Power Co. (FPC 1939) 32 
PUR NS 1; and Pennsylvania Power 
& Light Co. v. Public Service Com- 
mission (1937) 128 Pa Super Ct 195, 
19 PUR NS 433, 193 Atl 427. 

If all of the plaintiff’s system east of 
Leesburg and north of Inglis were cut 
off from the southwest part of the sys- 
tem, that southwest part would con- 
tinue to function just as efficiently. 
The operation of the balance of the 
system benefits Pinellas county only in 
some economies in certain operating 
costs such as central office overhead, 
executive’s salaries, customers’ col- 
lecting, sales promotion, etc, but the 
entire system benefits by these econ- 
omies, and a proper share has been al- 
located to Pinellas county. 

This court finds that the use of 
the 2-plant system of allocation advo- 
cated by the board is proper. 


The court also finds that the board’s 
method of allocating the costs of the 
Inglis and Bayboro plants to the Pi- 
nellas rate base is a proper method. 

The board’s engineers in comput- 
ing the accrued reserve for deprecia- 
tion differed in method from the plain- 
tiff’s experts. The court finds the 
board’s method to be a proper one, 
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but even if incorrect, the difference 
produced in the rate base would not 
result in a return under 6 per cent. 

The court also finds that the board’s 
system of allocating operating costs is 
correct. 


The U. S. Supreme Court in Fed- 


eral Power Commission v. Hope Nat. 
Gas. Co. (1944) 320 US 591, 88 L ed 
333, 345, 51 PUR NS 193, 200, 64 
S Ct 281, stated: “It is not theory 
but the impact of the rate order which 
counts. If the total effect of the rate 
order cannot be said to be unjust and 
unreasonable, judicial inquiry under 
the act is atan end. The fact that the 
method employed to reach that result 
may contain infirmities is not then im- 
portant. Moreover, the Commission’s 
order does not become suspect by rea- 
son of the fact that it is challenged. It 
is the product of expert judgment 
which carries a presumption of valid- 
ity. And he who would upset the rate 
order under the act carries the heavy 
burden of making a convincing show- 
ing that it is invalid because it is un- 
just and unreasonable in its conse- 
quences.” 

The “end date” used at the hearing 
before the board was December 31, 
1949, and the rate reduction ordered 
by the board was made with invest- 
ment, costs, and expenses of 1949 in 
mind. Plaintiff in this suit asked and 
was granted the privilege of testify- 
ing as to investment, costs, and ex- 


penses in 1950 in an effort to show 
that even though the rate reduction 
might have been proper, based on the 
1949 figures, the rate had so changed 
in 1950 that the rate had become con- 
fiscatory. 

[14] The rate base and operating 
expenses admittedly had increased in 
1950 over 1949, but these, as properly 
allocated by the board’s witnesses and 
considered subject to increased reve- 
nue in 1950, resulted only in a lower 
but not a confiscatory rate of return 
in 1950. Whether changing condi- 
tions in 1951 and future years will 
justify a change in the established rate 
must under the 1951 statewide act be- 
come the concern of the state Commis- 
sion and not of the Pinellas County 
Utility Board or of this court. 

The plaintiff has failed to sustain 
the allegations of its bill of complaint 
by the preponderance of the testimony 
and so as a result of all of the testi- 
mony interpreted by applicable law the 
court rules that the rate order issued 
by the board (upon the rate base as 
established by the board, the 6 per 
cent rate of return determined by it to 
be fair and reasonable, and the op- 
erating costs (including depreciation) 
fixed by it) has not been shown to be 
confiscatory. 

An order incorporating appropriate 
portions of this opinion and dismissing 
the bill of complaint may be prepared 
by counsel. 
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Re Railway Express Agency, 
Incorporated 


Docket No. 3275-XP, Order No. 1716 
August 13, 1951 


PPLICATION by express company for authority to close an 
A agency between April 1st and October 31st each year; 
granted. 


Service, § 230 — Discontinuance part of year — Express agency. 
1. The revenue derived from an express agency is an element to be con- 
sidered in determining whether public need, or lack of public need, requires 
that such service be discontinued for a certain period each year, p. 179. 


Service, § 490 — Discontinuance of express agency for part of year — Basis for 
findings. 
2. The Commission, in determining whether or not an express agency may 
properly discontinue service at a certain agency for a certain period each 
year, is bound under law to decide the proceeding on the record made at the 
hearing, and its determination cannot be based on conjecture or some hoped- 
for development that may not materialize, p. 180. 


Service, § 253 — Discontinuance of express agency for part of year — Public need. 
3. An express agency was authorized to discontinue service at a certain 
agency for a certain period each year where it was shown that during this 
period there was an average of one shipment per day, p. 181. 


* 


APPEARANCES: M. M. Bonham, 
Division Supervisor, Railway Express 
Agency, Inc., Jacksonville, Florida; 
A. L. Shaw, Division Supervisor, 
Railway Express Agency, Inc., Tam- 
pa, Florida; B. T. Keating, Frank E. 
Patton, and Dr. W. H. Hinman, repre- 
senting the Floral City Civic Club, 
Floral City, Florida. 


Order Granting Application 


By the Commission: The Florida 
Railroad and Public Utilities Commis- 
sion, through its duly designated Ex- 
aminer Fred W. Brown, held a public 
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hearing on the above application on 
May 24, 1951, at the Citrus County 
Court House at Inverness, Florida. 
[1] Said application presents for 
determination the question of whether 
or not the service of Railway Express 
Agency, Inc., is required by the public 
need at Floral City during the period 
from April lst to October 31st, inclu- 
sive, each year. In ascertaining public 
need, or lack of public need, for such 
a service the Commission has recog- 
nized that the revenue derived from 
the service involved is an element to 
be considered. The record reveals that 
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during the period between April 1 and 
October 31, 1950, the express agency 
handled at Floral City a total of only 
213 shipments, or an average of ap- 
proximately 30 shipments per month. 
The gross revenue per shipment for 
this period was $2.88. The wages of 
one employee, who is indispensable to 
the rendition of such service, are 
shown to be $9.40 per shipment. On 
this basis alone—ignoring other ex- 
penses—the result is an obvious minus 
$6.52 per shipment. During the seven 
months that the agency is closed ex- 
press service will be available at In- 
verness, which is six miles from Floral 
City. 

Three witnesses representing the 
Floral City Civic Club testified in op- 
position to the application. From the 
opposing testimony it appears that the 
shipment of citrus fruit from Floral 
City constitutes the primary service of 
the express agency at that city; that 
there are approximately 750 acres of 
citrus groves in the neighborhood of 
Floral City and located there are two 
packing houses ; that 85 per cent of the 
citrus crop is harvested in the winter 
months and the packing houses close 
around April Ist. 


[2] One of such witnesses testified 
that the operator of one of said packing 
houses controls, by ownership or his 
packing activities, slightly more than 
70 per cent of the aforesaid citrus; 
that there had been friction between 
such operator and the agent of the 
express agency at Floral City, which 
resulted in the operator transferring 
his business from that agency to the 
one at Inverness; that such transfer 
was during the period in 1950 used by 
the express agency as aforesaid which, 
the witness implied, accounted for the 


poor showing of the agency during 
such period. This witness further 
said that such operator now considered 
he had made a mistake in withdrawing 
his express business from Floral City 
and desired to return such business to 
the latter city. Objection was made to 
the witness testifying concerning the 
intentions of such operator and, while 
it was developed beyond question that 
the operator had notice of the hearing, 
he neither testified nor appeared at the 
hearing and apparently made no effort 
to account for his absence. Therefore, 
we can only conclude that such opera- 
tor has no particular interest in wheth- 
er the Commission grants or denies 
the application. In time this operator 
may resume use of the Floral City 
agency and it may be that this will in- 
dicate an entirely different result from 
that shown above as to the business 
being done by such agency during the 
period involved; however, the Com- 
mission is bound under the law to 
decide this proceeding on the record 
made at the hearing on May 24, 1951. 
The Commission cannot found its de- 
termination on conjecture or some 
hoped-for development that may not 
materialize. 

Two of such witnesses based their 
opposition in part on the number of 
people dependent on the service be- 
cause of the large amount of buying 
they do through mail-order houses. 
And one such witness pointed out that 
granting the application would make 
the people of Floral City spend thou- 
sands of dollars in gasoline, traveling 
back and forth on their business with 
the agency at Inverness. From the 
record it appears that this business 
with mail-order houses must come be- 
tween November Ist and March 31st 
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of the following year, during which 
period the agency at Floral City will 
be open even if the application is 
granted. This must be so, for the 
evidence discloses that such agency 
handled about one shipment a day dur- 
ing the period from April 1 to October 
31, 1950. Certainly no one will argue 
that an average of one shipment per 
day represents a large amount of mail- 
order buying. This would seem to 
answer also the contention as to the 
amount of money that would be ex- 
pended in travel to and from Inverness. 

[3] Floral City has around 700 in- 
habitants and has doubled in popula- 
tion during the last three or four years. 
The opposing witnesses asserted that 
the express service is necessary to the 
continued growth of the community. 
The Commission is mindful of, and 
sympathetic with, the desire of these 
witnesses to prevent the entry of an 
order which such witnesses believe will 
be detrimental to the best interests of 
Floral City. However, the record 
clearly shows that the need for express 


service in Floral City, at least between 
April lst and October 31st, has not 
kept pace with the growth of the city. 
It can hardly be argued successfully 
that an average of one shipment per 
day makes express service necessary 
during the last mentioned period and 
that is the period to which the applica- 
tion is confined. After a careful ex- 
amination of the report and recom- 
mendations of the Examiner and 
record in the light of the applicable 
law, the Commission hereby approves 
said report and recommendations and 
finds that the service of the express 
agency at its agency at Floral City is 
not required by the public need during 
the period for which authority to close 
such agency is sought, as aforesaid. 

Upon consideration thereof, it is 

Ordered and adjudged by the Com- 
mission that the application of Rail- 
way Express Agency, Inc., for author- 
ity to close its agency at Floral City, 
Florida, from April Ist to October 
31st, inclusive, each year, be and the 
same is hereby granted. 





NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


Re Princeton Water Company 


Docket No. 5587 
September 5, 1951 


PPLICATION by water company for authority to increase rates; 
i \ authority granted. 


Valuation, § 250 — Rate base determination — Customer contributions, 
1. Customer contributions for water extensions should be excluded from a 
water company’s net fixed capital rate base, since these contributions represent 
amounts paid by the customers and not by the company, p. 182. 


181 
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Valuation, § 246 — Rate base determination — Leased property. 


2. Land which is not owned by a water company but leased from others 
should be excluded from the company’s rate base, p. 182. 


Valuation, § 167 — Rate base determination — Paving costs. 
3. Paving costs should not be included in a water company’s rate base, p. 182. 


Return, § 115 — Water company. 


4. A return of 6 per cent was considered reasonable for a water company, 


p. 183. 


APPEARANCE: Henry M. Strat- 
ton, II, for the company. 


By the Commission: The Prince- 
ton Water Company (hereinafter 
called Company) filed increased rates 
for water service to become effective 
June 1, 1951. The proposed filing 
would increase charges for water serv- 
ice to all classes of customers, except 
for municipal fire protection service. 
The effect of the proposed increases 
would be to increase annual operating 


revenues by approximately $28,500. 
The Board suspended the proposed 
rates and fixed June 13, 1951, as the 


date for hearing. The order of sus- 
pension issued by the Board required 
that the Company give notice to its 
customers of the proposed increases 
and the date fixed for hearing. The 
record shows that such requirement of 
notice was complied with. No one ap- 
peared in opposition to the Company’s 
application. Hearings were held in 
Newark on June 13, 19, and August 
16, 1951. 

The existing rates have been in ef- 
fect since 1920, with the exception of 
rates for municipal fire protection 
service which were adjusted in 1940. 

The present and proposed rates are 
shown in Appendix “A”. 

The Company produced a real estate 
broker who testified as to the fair mar- 
ket value of land; two engineers and 


* 


general contractors who testified as to 
the replacement value of the structures, 
equipment and other facilities ; a certi- 
fied public accountant who testified as 
to the balance sheets and as to the 
present and prospective level of reve- 
nues and expenses; the vice president 
of the Company who testified as to the 
method of operations and the corporate 
structure. 


Description of the Company 


The Princeton Water Company was 
incorporated in 1881 and began to sell 
water in 1883 in the borough of 
Princeton and later extended its opera- 
tions to include a part of Princeton 
township. The Company obtains its 
water from a series of wells connected 
to electrical pumping equipment. The 
water is pumped to two collecting res- 
ervoirs with capacities of 250,000 and 
950,000 gallons respectively, located 
at Stony Brook and Harrison street 
pumping stations. The distribution 
system comprises approximately 42 
miles of cast iron main ranging in size 
from 2” to 16”, two storage tanks, 
services, and meters. The Company 
serves approximately 3,400 customers. 


Rate Base 


[1-3] The Company submitted Ex- 
hibit P-11 which reflects the net fixed 
capital of the Company at December 
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31, 1950, in the amount of $687,132, 
to which has been added the balances 
in the cash and materials and supplies 
accounts. The total net book value is 
$708,847. It was testified that the 
amounts reflected in the books of the 
Company for the various items of 
property are stated at original cost. 
To arrive at net fixed capital, the Com- 
pany took the gross amounts in the 
various fixed capital accounts and 
then deducted the reserve for depre- 
ciation. Included in the net fixed 
capital rate base herein referred to is 
an item of $26,197 representing con- 
tributions for extensions. As these 


contributions represent amounts paid 
by the customers and not by the Com- 
pany, a deduction to this extent should 
be made, resulting in a net fixed capi- 
tal or investment cost rate base of 
$682,650. 

Testimony and exhibits were sub- 


mitted with respect to the fair market 
value of land and the replacement value 
of structures and equipment. The to- 
tal value, less depreciation, of property 
used and useful is stated at $1,291,- 
713. In arriving at the fair market 
value of the land, the appraiser in- 
cluded four parcels that are not owned 
by the Company but are leased from 
others. Also included in the appraisal 
for mains and services is an amount 
representing the cost of paving. No 
specific testimony was given that pav- 
ing costs were, in fact, incurred by the 
Company. The Board is of the opin- 
ion that the amount represented by 
the leased lands and the cost of paving 
should be deducted from the appraisal 
as found by the Company’s witnesses. 
The mathematical result of such ad- 
justments reduces the appraisal value 
to $1,187,178. This rate base is sub- 
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ject to such infirmities as are inherent 
in any cost of reproduction estimate, 
and, therefore, our conclusion as to 
rate base will not be determined sole- 
ly upon this calculation. 


Rate of Return on Present 
and Proposed Rates 


Exhibit P-13 shows an operating 
income under present rates for 1950 
of $26,410 and an estimate operating 
income for 1951, of $24,283. Exhibit 
P-14 is an estimated income state- 
ment for 1951 on the basis of the pro- 
posed rates and indicates an operating 
income of $40,703. 

The record contains an explanation 
of the method and manner of compu- 
tations, and amounts of all items re- 
flected in the revenue and expense 
accounts of the Company. Details 
with respect to salaries, wages, sup- 
plies, taxes, and depreciation support 
the amounts charged to expenses. As 
they are reflected in the estimated in- 
come statements, they have been the 
subject of direct and cross-examina- 
tion. Our staff has examined the 
Company’s books and records, not 
only for the purpose of determining 
the accuracy of the figures shown in its 
annual reports, but also for the specific 
purpose of ascertaining the accuracy 
of the figures submitted in this filing. 
We find that the data shown in Ex- 
hibits P-13 and P-—14 are reasonably 
supported. 


Conclusion 


[4] Relating the $40,703 of oper- 
ating income expected to be realized 
from the proposed rates to the lowest 
evidence of value heretofore indicated, 
results in a calculated rate of return of 
approximately 6 per cent. A witness 
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for the Company testified that a rate 
of return of not less than 6 per cent 
would be reasonable. Considering the 
size of the Company, its territory, and 
other relevant factors, we find that a 
rate of return of 6 per cent would be 
reasonable in this case. As the pro- 
posed rates do not produce more than 
6 per cent on the lowest value which 
we could find in this case, the applica- 
tion should be approved. 


Specifically, the Board finds and 
determines: 

(1) That the existing rates are un- 
just, unreasonable, and insufficient. 

(2) That the proposed rates will 
not produce more than a fair return. 

(3) That the proposed rates at- 
tached to this petition marked Appen- 
dix “A” are hereby accepted for filing 
effective with bills rendered in the or- 
dinary course of business for services 
rendered on and after October 1, 1951. 


Appendix “A” 


The Princeton Water Company 
Present and Proposed Water Service Charges 


Present 
Charges 
(Per Quarter) 


Proposed 
Charges 


(Per Quarter) 


Fixed service charge, based upon the size of the meter 
required to furnish the service to a given property 


as follows: 


1” 
13” 


$1.00 
1.75 
3.50 
6.00 
9.00 
12.00 
29.00 
42.00 
80.00 


Proportional service charges, based upon the amount of 


water consumed, as follows: 
For the first 3,000 cu. ft. per quarter 
For the next 13,000 “ 
For the next 317,000 “ . . 
For the excess over 333,000 cu. 
3,333 cu. ft. per quarter 
the next 13,333 
the next 316,667 “ 5 


For the excess over 333,333 cu. ft. per quarter 


ft. per quarter 


ay . per M. cu. ft. 
: ~ “ “ “ 
1 35 “ “ “ 


Charge for removing or setting a meter, or turning on or 
off water, when work is done for customer’s con- 


venience 
Charge for each fire hydrant 


$.50 
30.00 
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Doehart Corporation 


Pacific Telephone & Telegraph Company 


Decision No. 46237, Case No. 5725 
October 2 1951 


"fies sig by distributor of telephone-answering device 
against company’s rule prohibiting foreign attachments; 
dismissed. 


Evidence, § 10 — Judicial notice — Records of other Commissions. 


1. The Commission may not take judicial notice of evidence presented before 
Commissions in other states, p. 186. 


Service, § 441 — Telephone-answering device. 
2. A complaint by a distributor of an automatic telephone-answering device 
against a telephone company’s rule prohibiting foreign attachments was dis- 
missed where the record indicated that the device was not practicable, was 
unsuitable in connection with all types of telephones, and was susceptible of 
impairment of, or interference with, normal telephone service, p. 186. 


By the Commission: The com- 
plaint herein was filed on March 19, 
1951, by Doehart Corporation. It al- 
leges that complainant is the California 
distributor of tele-magnet, an automat- 
ic telephone-answering device manu- 
factured by Mohawk Business Ma- 
chines Corporation of New York, that 
the tele-magnet is an_ electrically- 
operated device which, when used with 
a French-type telephone, automatically 
answers the telephone with the opera- 
tor’s own voice when the operator is 
absent and makes a wire recording of 
any message the person calling wishes 
to leave, and that the defendant has 
advised users or prospective users of 
the device that the tele-magnet violates 
Rule 15 of the rules and regulations 
of the defendant on file with the Public 
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Utilities Commission of the state of 
California, Rule 15, in part, provides 
as follows: “No equipment, apparatus, 
circuit, or device not furnished by the 
company shall be attached to or con- 
nected with the facilities furnished by 
the company, whether physically, by 
induction or otherwise, except as pro- 
vided in the tariff schedules or au- 
thorized by the company. In case any 
such unauthorized attachment or con- 
nection is made, the company shall 
have the right to remove or disconnect 
the same; or to suspend the service 
during the continuance of said attach- 
ment or connection; or to terminate 
the service.” 

The complaint further alleges that 
defendant has denied users or prospec- 
tive users of the tele-magnet permis- 
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sion to use defendant’s telephones in 
connection with said device, and has 
threatened to discontinue said persons’ 
telephone services in the event such a 
device is installed in their respective 
premises. It is further alleged that 
said Rule 15 is unjust and unreason- 
able and in no way promotes the 
health, safety, comfort, and conven- 
ience of defendant’s patrons, em- 
ployees, and the public. 

Complainant requests that the Com- 
mission order that Rule 15 of the de- 
fendant corporation, in so far as it 
relates to the use of the device known 
as tele-magnet, be suspended, and that 
the defendant be restrained from pre- 
venting the use of that device with the 
telephone service supplied by defend- 
ant to its customers. 


In its answer the defendant, Pacific 
Telephone and Telegraph Company, 


admits that the tele-magnet is intend- 
ed to operate inductively as an auto- 
matic telephone-answering device as 
alleged in the complaint, and affirma- 
tively alleges that the device is not 
appropriate or satisfactory for receiv- 
ing, answering, or transmitting tele- 
phone messages, that the tele-magnet 
is inductively, acoustically, and me- 
chanically connected with the tele- 
phone station equipment contrary to 
defendant’s tariffs, that the use of said 
device as proposed in the complaint 
will cause impairment of the telephone 
service provided by defendant to its 
subscribers, and that the use of the 
tele-magnet, in connection with de- 
fendant’s telephone instruments, is 
prohibited by said Rule 15 of its 
tariff regulations duly filed with this 
Commission. Defendant also alleges 
that said Rule 15 is a necessary and 
reasonable regulation to prevent dam- 


age to the property of defendant, in- 
creased costs of maintenance, misuse 
of equipment, and impairment of the 
service provided all telephone sub- 
scribers. 

[1] Hearings on the complaint were 
held before Commissioner Huls and 
examiner Rogers on June 4 and 6, 
1951, and the matter was submitted 
on briefs which have been filed. The 
Commission has reviewed the evi- 
dence and the arguments presented by 
the complainant and the defendant. 
The arguments of the complainant are 
mostly dehors the record, and the rec- 
ord and the brief of the complainant 
indicate that it labored under the er- 
roneous belief that the Commission 
may take judicial notice of the evidence 
presented before similar Commissions 
in other states. One issue is placed 
squarely before the Commission by the 
evidence herein, that issue being as fol- 
lows: is the tele-magnet an appropri- 
ate and satisfactory device for the re- 
ceiving, answering, and transmitting 
of telephone messages? Inasmuch as 
the findings of the Commission on that 
issue will determine the disposition of 
the case, no determination will be made 
herein of the reasonableness of defend- 
ant’s Rule 15. 

[2] Paul H. Doe, a witness on be- 
half of the complainant, is the president 
of Doehart Corporation. He testified 
that this corporation was originally 
formed for the purpose of distributing 
advertising signs, and is, and has been 
for about one year, .the distributor of 
the tele-magnet in California, Arizona, 
and Nevada. He has no experience in 
telephone engineering and is not a 
technical man. Mr. Doe stated that 
more than one year prior to the hear- 
ing, he installed a tele-magnet in his 
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own office, and this machine has taken 
“probably” four or five thousand tele- 
phone messages with entire satisfac- 
tion. He described the tele-magnet as 
an electronic device, 15 inches by 26 
inches by 8 inches in height, which 
operates on the induction principle 
with no direct connection to the tele- 
phone, and is used in connection with 
the French-type telephone. He stated 
that when the telephone is placed on 
the tele-magnet and the telephone rings 
an induction coil within the tele- 
magnet picks up the impulse from the 
base of the telephone, charges a tube 
which discharges through a condenser 
which in turn actuates a relay which 
starts the machine in motion, an arm 
raises the receiver, and a phonograph 
recording with the outgoing message, 
which can be varied to suit conditions, 
starts playing into the telephone 


mouthpiece from a loudspeaker. Gen- 
erally, Mr. Doe testified, the outgoing 
message advises the calling party that 
there is no one in the office and that if 
he will leave a message it will be re- 
corded. The calling party is advised 
to “please start talking after the 


chimes.” The total period allowed 
from the time the machine starts to 
answer until it hangs up is one minute. 
He testified that, in practice, twenty to 
twenty-five seconds are allowed for the 
outgoing message and the balance of 
the minute for the incoming message. 
Mr. Doe further testified that, since 
Doehart Corporation has been dis- 
tributing tele-magnets, it has sold 38 
machines in California. Five of this 
number of machines have been sold in 
San Francisco, one or two in Bakers- 
field, one in San Diego, and the bal- 
ance in Los Angeles and vicinity. He 
further testified that, up to the time of 
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the hearings, maintenance has been a 
negligible feature and the complainant 
has not needed a repair man. Tele- 
magnets, he said, cannot be used on 
party lines. When there are extension 
telephones, a call on one telephone will 
cause the tele-magnet placed under the 
other telephone to operate, and if the 
headset is reversed so the receiver is 
located where the mouthpiece is ordi- 
narily placed the machine will not 
operate. Mr. Doe testified that the 
tele-magnet was designed for use with 
the 302-F telephone, but that the 
device could be used with all other 
telephones shown on the exhibit with 
various types of adaptation. Mr. Doe 
demonstrated the tele-magnet. On at- 
tempting to play back a message he 
had given to the machine, the machine 
failed to rewind the recording wire 
properly. At the request of the com- 
plainant, and with the consent of the 
defendant, the Commissioner and the 
examiner each phoned one of two num- 
bers at which tele-magnets were in 
operation. The messages given were 
reported by Mr. Doe to the Commis- 
sioner and the examiner, and were as 
dictated into the telephones. 

Three witnesses other than Mr. Doe 
were called on behalf of the complain- 
ant. None of these witnesses testified 
concerning the actual working of the 
instrument, i.e., the mechanics of its 
operation, the method of its operation, 
whether or not it is usable with tele- 
phone service, or the effect of its use 
on existing telephone service. All tes- 
tified that they needed an automatic 
telephone-answering service such as 
the tele-magnet, and that they were 
or had been users of the device and 
felt it to be reliable. 

Defendant called three witnesses, 
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experts in their field. The testimony 
of John A. Parrott, one of the wit- 
nesses, alone will be referred to. 

Mr. Parrott is an employee of the 
American Telephone and Telegraph 
Company of New York. His educa- 
tion, training, and experience include 
graduation from college, and more 
than thirty years of work in various 
phases of the telephone business as a 
member of the Department of Develop- 
ment and Research and the Operating 
and Engineering Department. Among 
other projects, he has worked on 
means of reducing noise and other dis- 
turbances in telephone circuits and 
private-line, special services, and ex- 
change transmission matters. He is 


presently in charge of a group formed 
to handle special services only. The 
major part of his work now requires 
personal familiarity with Bell System 


operating companies and consultation 
with those companies on current prob- 
lems and plans for the introduction of 
new types of facilities. 

Mr. Parrott testified that, in the 
course of his activities, he received 
four tele-magnets for testing purposes. 
One of these was returned to the dis- 
tributor as completely unusable, and 
the other three were tested from Feb- 
ruary 5, 1950, to December 26, 1950. 
The witness also participated in tests 
on three other tele-magnets. The 
tests participated in by the witness 
concerned, among other things, the 
characteristics of the tele-magnet 
which are important in determining 
the practicability of the device as a 
means for automatic answering and 
recording of messages at subscribers’ 
premises, and for that purpose he stud- 
ied the operation and performance of 
the starting circuit, the reliability and 
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intelligibility of the play-out message 
to calling parties, and the recording of 
incoming messages. 

As a result of his studies on the 
tele-magnet, Mr. Parrott determined 
that, disregarding inherent defects in 
the starting circuit: 

(1) Using the machine with a 302- 
type telephone, for use with which it 
was designed, calls originating in the 
same central office circuit on which the 
tele-magnet is located will be record- 
ed intelligibly in a high proportion of 
calls. 

(2) Using the machine with a 302- 
type telephone, for use with which it 
was designed, calls originating on a 
different central office circuit from the 
central office circuit on which the tele- 
magnet is located will, in a substantial 
proportion of calls, be unintelligible or 
difficult to understand. 

(3) During the recording of in- 
coming messages the transmitter re- 
mains active, and room noises and out- 
side noises are recorded and may com- 
pletely mask the incoming message. 

(4) The groove noise of the play- 
out record may prevent intelligible 
recording of incoming messages. 

(5) The tele-magnet sometimes 
makes a false start when changed from 
phone-answering to playback. 

(6) The play-out arm can readily 
catch on a stop screw on the machine 
so that no play-out message would 
be provided on all ealls while the own- 
er is absent. . 

(7) The recording wire broke sev- 
eral times in the normal recording and 
answering cycle during the tests. 

(8) The device is subject to re- 
cycling with no external stimulus. 

(9) There is no notification to the 
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caller when the recording period is 
over. 

Summarizing his findings concern- 
ing the defects in the tele-magnet it- 
self, Mr. Parrott testified that the de- 
vice involves great amplification for 
starting, with a consequent likelihood 
of variable results, such as not answer- 
ing, false starting, and recycling. Cor- 
respondingly, the incoming speech 
must be greatly amplified, and this 
inherently involves variations and 
greater noise within the amplifier and 
noise induction into the pickup. The 
machine further subjects the incoming 
speech recording to impairment by 
room noise and noise from the play- 
out amplifier, is inflexible in applica- 
tion to various types of telephone sets, 
and would require changes in subscrib- 
ers’ telephone services. 

The Commission has reviewed the 


evidence presented by both the com- 


plainant and the defendant herein. In 
view of the record herein the Com- 
mission concludes that the device is 
not practicable, is unsuitable in con- 
nection with all types of telephones, 
and is susceptible of impairment or in- 
terference with normal telephone 
service furnished by respondent. The 
complaint will be dismissed. 


ORDER 


Complaint having been filed with 
the Public Utilities Commission of the 
state of California, a public hearing 
having been held thereon, the matter 
having been submitted upon the rec- 
ord and the briefs on file and the Com- 
mission being fully advised in the 
premises, 

It is hereby ordered that the com- 
plaint herein be, and the same hereby 
is, dismissed. 
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City Council of City of Springfield et al. 


Springfield Street Railway Company 


D. P. U. 9243 
September 14, 1951 


ETITION by city council for public hearing concerning transit 
I rates to certain municipal limits; dismissed. 


Rates, § 524 — Zone fares — Transit company. 

1. The costs of operation of any carrier are a direct function of the distance 
covered by the operations, and although it is impossible in an intraurban 
transit operation to reflect this truth accurately in rates, as is the general prac- 
tice in long haul operations, it is possible to work a rough justice in a local 
area by dividing the runs into zones according to which the riders whom the 
carrier is obligated to carry the longest distance pay the largest amount per 
ride, p. 191. 


Discrimination, § 154 — Zone fares — Transit company. 
2. Transit zone fares are not unreasonably discriminatory against persons 
who choose to locate their residences in what are essentially suburban areas 
though still within the corporate limits of the municipality, p. 191. 


Rates, § 524 — Substitution of straight fares for zone fares — Simultaneous order 
granting increased zone fares — Transit company. 

3. It would be inconsistent for the Department to grant a municipality’s peti- 

tion to substitute a straight cash fare for zone fares on certain transit lines 

where such a substitution would cause a diminution of revenues and where 

an almost simultaneous order will permit the company to raise its fares 

generally over all its operations on an adequate showing of absolute neces- 


sity, p. 192. 
¥ 


APPEARANCES: Francis O’Keefe, 
Department of Public Utilities Rail- 


By the DEPARTMENT: This is a 
proceeding brought under § 24 of 


way Inspector; Representative John 
P. Lynch, Springfield, for the peti- 
tioners; John Hanley, Associate City 
Solicitor, Springfield; John Hennes- 
sey, Assistant City Solicitor, Spring- 
field; Raymond T. King, Springfield, 
for Springfield Street Railway Com- 
pany. 
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Chap 159 against Springfield Street 
Railway Company by the city council 
and twenty or more legal voters of 
the city of Springfield. The petition 
demands an investigation by the De- 
partment of the rates of respondent 
on its Indian Orchard and Boston 
road (Pine Point) runs. 
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Public hearings were held at 
Springfield on October 31 and Novem- 
ber 28, 1950, and in Boston on April 
25, 1951. 

Shortly after the last hearing in this 
matter, respondent filed a new sched- 
ule of rates and charges, upon an in- 
vestigation instituted as to which the 
Department is issuing an order si- 
multaneously herewith in D.P.U. 
9514. Since one of the respondent’s 
principal arguments against relief as 
prayed for in the instant petition is 
that such relief would necessarily in- 
volve a loss in revenue, and since the 
investigation in D.P.U. 9514 neces- 
sarily involved a consideration in 


some detail as to respondent’s earn- 
ings and financial position, the deci- 
sion in the instant case has been with- 
held and the situation considered in 
the light of such evidence as well as 


that introduced on these hearings. 


The Indian Orchard and Boston 
road runs are the only multiple zone 
trips within the municipal limits of 
the city of Springfield. There are, 
however, a number of other runs 
scheduled by respondent which oper- 
ate in part beyond the city limits and 
the fares on which are also on a mul- 
tiple zone basis. The distance from 
downtown Springfield to the end of 
the Indian Orchard run is 8.0 miles, 
and to the end of the Boston road 
run is 7.3 miles. No other route with- 
in the city is more than 4.3 miles. 
The maximum ride in the first zone on 
the Indian Orchard run is 4.2 miles, 
and on the Boston road run is 4.8 
miles. Some elasticity in the applica- 
tion of zone fares is provided by over- 
laps, as to which there is no necessity 
of inquiry in view of the conclusions 
to which we have come. 
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[1] There are two very important 
reasons why we cannot grant the 
prayers of this petition. In the first 
place, these zones were established in 
1918 by the predecessor to the Com- 
mission of the Department of Public 
Utilities, and they have been effective 
ever since. See 6 Ann Rep Mass 
PSC 211, PUR1918C 515. There 
can be no doubt but that the entire 
economy of the area is geared to this 
rate pattern. It is just as true now as 
then that the costs of operation of any 
carrier are a direct function of the 
distance covered by its operations. 
It is impossible in an intraurban op- 
eration to reflect this truth accurately 
in rates, as is the general practice in 
long-haul operations. But it is pos- 
sible to work a sort of rough justice 
in a local area by dividing the runs 
into zones according to which the rid- 
ers whom the carrier is obliged to 
carry the longest distance pay the 
largest amount per ride. 

[2] It is not at all unusual in this 
jurisdiction to have zone fares. Resi- 
dents of New Bedford, Worcester, 
Pittsfield, Holyoke, Northampton, 
and of many cities and towns suburban 
to Boston pay two and sometimes 
three or even more fares to travel 
within the municipal limits under 
what are essentially zone fares. See 
Re Union Street R. Co. (1948) 
D.P.U. 7987, 74 PUR NS 289; Re 
Worcester Street R. Co. (1949) 
D.P.U. 8308, 79 PUR NS 206; Re 
Berkshire Street R. Co. (1951) 
D.P.U. 9119, 88 PUR NS 21; Re 
Holyoke Street R. Co. D.P.U. 9411, 
May 11, 1951; Re Northampton 
Street R. Co. D.P.U. 8971, May 19, 
1950: Re Boston, W. & N. Y. Street 
R. Co. D.P.U. 9392, May 11, 1951. 
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We do not interpret the existence of 
zone fares as being unreasonably dis- 
criminatory against persons who 
choose to locate their residences in 
what are essentially suburban areas, 
though still within the corporate lim- 
its of the city of Springfield. 

[3] Furthermore, we believe we 
are barred from granting the instant 
petition by the financial condition of 
the respondent. It clearly appears 
that to substitute a single fare for 
the existing zone rates on these lines 
would substantially adversely affect 
respondent’s operating revenues. It 
testified that such a step would result 
in a diminution of its gross revenues 
in the amount of $107,973. We are 
not prepared to accept this estimate 
unequivocally. For one thing, it ig- 
nores the effect upon traffic of de- 
creased fares. However that may be, 
it is obviously inconsistent for us to 
order, in the absence of a more com- 


pelling argument than the understand- 
able desire of the persons affected for 
lower rates, a readjustment which 
involves a substantial revenue loss 
almost simultaneously with an order 
permitting respondent to raise its fares 
generally over all of its operations on 
an adequate showing of absolute ne- 
cessity. See Re Springfield Street R. 
Co. D.P.U. 9514. 

For the foregoing reasons, after due 
notice, public hearing, investigation, 
and consideration, it is hereby 

Ordered: That the petitions of the 
common council of the city of Spring- 
field dated October 2, 1950, the peti- 
tion of Representative John Pierce 
Lynch and others and the petition of 
James C. Milne and others are hereby 
dismissed, and it is further 

Ordered: That the investigation of 
the Department in D.P.U. 9243 be and 
the same hereby is terminated and 
closed. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 


$65,600,000 Program Planned by 
Southwestern Pub. Service 


1 pr vagy Har Pusitic Service COMPANY 
recently disclosed plans to spend $65,600,- 
000 for construction over the next three years. 

Major project in the newly announced ex- 
pansion program is Plant “X,” which will 
have over 150,000 kilowatts of capacity and 
rank as the largest plant in the system when 
both units are in service by mid-1953. The 
station is being built near the town of Earth, 
in Lamb county, Texas. 

The company will spend about $21,800,000 
in the current fiscal year to end next August 
31st, with $23,900,000 budgeted for the follow- 
ing year and $19,900,000 in 1953-1954, accord- 
ing to the annual report. 

In the fiscal year ended last August, South- 
western spent $16,500,000. 


Detroit Edison Installs 
Communication Equipment 


HE Detroir Eptson Company has con- 
tracted to install a pulse-time-modulation 
radio relay system for communication between 
its main office in Detroit and a power station 
now under construction, 42 miles away. 

The system, which will be initially equipped 
for eight channels but may be expanded to 23, 
will be supplied by Federal Telephone and 
Radio Corporation, Clifton, N. J., an associate 
of the International Telephone and Telegraph 
Corporation, It will consist of two terminals 
and a repeater station designed for unattended 
operation. 


T 


American Furnace Continues 
Progressive Action Program 


by line with the “continued progress” policy 
established several years ago, the American 
Furnace Company of St. Louis announces a 
change in its financial structure. The organiza- 
tion, a Missouri Corporation, is now a $1,200,- 
000 company with $1,103,000 of its capital 
stock subscribed. , 

C. S. Franke, who has been president of the 
company since 1938, announces that this change 
in financial structure is in line with AFCO’s 
plan to equip the company for breader activity 
on the national market. Since 1946, there has 
been continuous expansion at their Red Bud, 
Illinois factory which now contains 130,000 
square feet, modernly equipped for metal 
fabrication. On the company’s fiftieth anni- 
versary, it completed its modern administrative 
and warehouse building at 1300 Hampton 
avenue in St. Louis. 


The company manufactures and distributes 
hand fired solid fuel furnaces, stoker equipped 
and oil and gas furnaces, winter air condition- 
ing units, oil and gas burners, blowers and unit 
heaters under the registered trade names of 
AFCO and Thermo. 


G-E Catalog Describes Testing 
And Measuring Equipment 
A NEw 80-page catalog summarizing for the 

first time under one cover all of the Gen- 
eral Electric Company’s testing and measuring 
equipment for laboratory and production line 
use, has been announced as available from the 
company, Schenectady 5, New York. 

To be used primarily as a reference to the 
apparatus available for the complex measure- 
ments to be made in industry, the new catalog 
(GEC-1016) contains more than 150 photo- 
graphs and diagrams and describes the uses, 
features, specifications and prices of more than 
130 G-E testing and measuring equipments. 
The new catalog also contains publication 
references to G-E bulletins that describe each 
device in more detail. 


Miller-Robinson Introduces 
New Hand Pruning Saw 


Apurtiox of a new, lightweight air-powered 
hand pruning saw with cutting capacity 
to 6 in, has been announced by the Miller- 
Robinson Company, Los Angeles, manu factur- 
ers of pneumatic pruning equipment. 

The new saw adds to the line of specialized 
air-powered hand pruning equipment designed 
specifically for communications and_ utility 
companies, vineyardists, orchardists, park, for- 
estry and right-of-way maintenance crews. 

The saw weighs only 5% Ibs., and standard 
length is 36 in. but several lengths are avail- 
able depending upon the purpose required. It 
is easily handled, operates at 1500 strokes per 
minute and will not buck, chatter or bind, ac- 
cording to the manufacturers. 

Also announced recently by Miller-Robinson 
is a new air-powered lopper with insulated ex- 


(Continued on page 34) 


METER SEALER 


@ Complete with wire snips. 

Sturdy steel, with powerful 

leverage, yet lightweight. 

Flat lettered dies included, 
6. (with slotted or recessed 
ies 86.75) 





FREE Catalog. 


A. C. GIBSON CO., INC. 


70 OAK ST. 
BUFFALO 5, N.Y. 
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INDUSTRIAL PROGRESS—( Continued) 




























tension wand which provides protection against 
electrical shock, 

Complete information on the “Limb-Lopper 
Line” of air-powered pruning and clearing 
tools can be obtained by writing Miller-Robin- 
son Company, 7021 Avalon boulevard, Los 
Angeles 3, California. 


MSA Bulletin 


pqransunes features providing added safety, 
greater comfort, and longer service in ad- 
justable climbing equipment for linemen are 
described in a new bulletin of the Mine Safety 
\ppliances Company, Pittsburgh. 

Copies of the bulletin (No. CF-29) are avail- 
able without charge from Mine Safety Ap- 
pliances Company, Braddock, Thomas, and 
Meade streets, Pittsburgh 8, Pennsylvania. 


“Carboseal” Anti-leak Booklet 
A 24-pAGE booklet is being distributed which 

describes the properties and advantages 
of Carboseal brand anti-leak for stopping 
leakage in bell-and-spigot joints of gas mains. 
This liquid saturates dried-out packing and 
swells the jute and hemp fibers as much as 44 
per cent. 

This treatment, the booklet reports, gives as 
high as 100 per cent reduction in leakage, 
eliminates a hazardous condition, checks vege- 
tation damage, re duces maintenance costs, wets 
down rust and dirt in the mains, and keeps gas 
systems tight for vears without retreatment. 





The methods used to introduce the liquid 
anti-leak into the mains are presented in detail. 
Copies of the booklet may be obtained from 
Carbide and Carbon Chemicals Company, 30 
East 42nd street, New York 17, New York. 


American Perforator Promotions 


HE board of directors of the American 

Perforator Company has promoted H. E. 
Sauntry from vice president and general man- 
ager to executive vice president and general 
manager. In addition, E. Morton has been 
elected vice president in charge of sales, R. 
Anderson vice president in charge of manu- 
facturing, S. Constantine as controller and 
D. Buerger as secretary. 


Mitchell Catalog Describes 
Commercial Fluorescent Units 


lo wore from the Mitchell Manufacturing 
Company, Chicago, is a 28 page two-color 
illustrated catalog (No. 433) describing in de- 
tail the complete Mitchell line of commercial 
fluorescent lighting units. 

Featured are high efficiency Slimline models ; 
open-type, glass shielded and louver shielded 
Toffers, strip lighting units, streamlined shield- 
ed luminaries, pace setting styled spotlights 
and many others. All units carry the Under- 
writers’ Listed label as well as the full one- 
year guarantee. 


(Continued on page 36) 
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THIRTY-FIVE YEARS 
OUTSTANDING SERVICE 


TO OUR FRIENDS THROUGHOUT THE INDUSTRY... 
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TO YOUR INDUSTRY 
IN FINANCIAL AND 
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and Grinnell Pre-engineered 
Spring Hangers 
@ Maximum variation in sup- tinuous alignment and con- 
ts porting force per 2” of de- centric loading of spring. 
. flection is 10% of rated @ All-steel welded construc- 
red FIG. 8-268 capacity — in all sizes. tion meets pressure piping 
code. 


@ Precompression® assures @ 16 sizes available from 
operation of spring within stock — load range from 74 
its proper working range Ibs. to 9000 Ibs. 
where variation in support- c lecti f 
ing force is at a minimum. 6 tay snes SC pape 

sizes from simple capacity 
table. 

Installation is simplified by 

integral load scale and 

travel indicators. 

@ Guides prevent contact of @ Unique swivel coupling pro- 
coils with casing wall or vides adjustment and elim- 
hanger rod and assure con- inates turnbuckle. 





@ Compact—minimum head- 
room made possible by ® 
precompression*. 








°Precompression is a patented feature. 


FOR LESS VARIATION IN SUPPORTING FORCE — FIG. 98 





Fig. 98 is an adaptation of Grin- 
TYPICAL APPLICATIONS nell’s popular spring hanger, Fig. 


268. It consists of two springs ar- 
ranged in series within a single cas- 
ing. A centering guide insures the 
permanent alignment of the spring 
assembly. 

Fig. 98 has half the load deflec- 
tion rate, and double the total work- 
ing range of Fig. 268. Its 16 spring 
sizes accommodate loads from 74 
Ibs. to 9000 Ibs. — but with a total 


° : working range up to 5 inches! Fig. ¢ 
98 comes in the same seven types 3 
as shown for Fig. 268. Design details — 
for identical types and sizes are SH | . 
the same for Fig. 98 and Fig. 268. i 
3 


(A) Rod threaded to top op (B) Furnished with - 
single lug (C) Two lug style (DB) Top odjusting 

(£) Adjustable top and bottom (F) For floor sup- 

port (G) Trapeze assembly. 


WHENEVER PIPING IS INVOLVED 








Grinnell Company Inc., Providence, Rhode Island e Sales Offices ond Warehouses in Principal Cities 





=F pipe and tube fittings * welding fittings * engineered pipe hangers and supports * Thermolier unit heaters * valves 
EZ Grinnell-Saunders diaphragm valves * pipe * prefabricated piping * plumbing and heating specialties * water works supplies 


industrial supplies * Grinnell sp fire p i systems * Amco humidification and cooling systems 
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Also included in the catalog is complete i in- 
formation regarding accessory equipment for 
the luminaries. 


FPC Study Shows Typical 
Residential Electric Bills 


T= average cost of residential electric 
service on January 1, 1951, in U. S. cities 
of 2,500 or more population showed a con- 
tinuation of the downward trend of the last 
decade, according to data released recently 
by the Federal Power Commission in its an- 
nual publication “Typical Residential Electric 
Bills—Cities of 2,500 Population and More.” 

According to the survey, the average month- 
ly bills for 100 kilowatt-hours decreased from 
$3. 98 in 1941 to $3.74 in 1951. The average 
bill for this class of service in 1950 was $3.76. 
Between 1941 and 1951 the average monthly 
bills for 100 kilowatt-hours declined in 43 
states, with maximum reductions of $1.17 in 
Arizona and 98 cents in New Mexico. There 
were increases in five states. 


Delta-Star Electric Company 
Appoints Works Manager 
‘Ts appointment of J. C. Hydrick as 

works manager of Delta-Star Electric 
Company, division of H. K. Porter Company, 
Inc., Chicago, Illinois, was announced by C. S. 
Beattie, executive vice president. 

Mr. Hydrick will be responsible for all plant 
functions of the company. He will immedi- 
ately supervise the new plant expansion pro- 
gram already approved by the Defense Plant 
\dministration. 


‘Texas-Illinois Opens 1,417 Mi. 
Gulf Coast-to-Chicago Line 


T= As Ittinors Natura GaAs PIPELINE 
ComMPANY’s new 1,417-mile Gulf coast-to- 
Chicago gas transmission line was placed in 
service recently at ceremonies held beside the 
pipeline metering station four miles west of 
Joliet, Illinois. 

The big 30-inch diameter pipeline—the third 
high-pressure line connecting the Chicago 
region with the gas supply fields of the south- 
west—was completed at a total cost of 
$135,000,000. The mayor and public works 
commissioner for the city of Chicago were 
among those participating in the ceremonies. 

The company’s president, Mr. Joseph J. 
Hedrick, stated that this project “is the culmi- 
nation of more than two years of intensive 
planning and construction activities on the part 
of literally hundreds of persons,” and that 
“the new pipeline is bringing to our middle 
west markets an appreciable new supply of gas 
that will satisfy, at least in part, a tremendous 
demand.” 

Transmission capacity of the new pipeline 
is 374,000,000 cubic feet of natural gas daily 
with the present five compressor stations. The 
compressor stations develop a total of 50,000 


horsepower to keep the gas flowing at an 
efficient rate. 

The line is designed for a maximum daily 
transmission capacity of 524,000,000 cubic feet 
of gas upon acquisition of more Texas gas 
reserves and the construction of six more 
compressor stations along the line. 


New Heavy-Duty Tape 
A= heavy-duty plastic electrical tape de- 
signed for applications where more-than- 
average mechanical strength is needed has 
been announced by Minnesota Mining and 
Manufacturing Company, St. Paul, Minnesota. 
Designated “Scotch” brand electrical tape 
No. 21, it is recommended for anti-corrosion 
protection for pipes, cables, and equipment laid 
underground where resistance to cuts and 
abrasion by rocks during back-fill is important. 
It is also recommended for protecting and 
insulating cable and high tension leads sub- 
ject to wear, abrasion, and rough handling, 
and for bus bars carrying high voltage. 
The tape is available in 36-yard rolls rang- 
ing in widths from 4-inch to 16 inches. 








On the job! 


Our volunteer speakers are 
saving thousands of lives to- 
day ...in factories and offices, 
at neighborhood centers and 
at organization meetings all 
over this land...showing peo- 
ple what they can do to pro- 
tect themselves and their fam- 
ilies against death from cancer. 


For information just telephone 
the American Cancer Society 
or address a letter to “Cancer,” 
care of your local Post Office. 


American Cancer Society 


Mention the FortnicHtity—It identifies your inquiry 
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Whether you’re putting up poles, lugging 


cable, or hauling men and equipment. . 
you ‘ll find Dodge trucks keep gas, oil and 
maintenance costs at low, low level the year 
‘round! 


Take the Dodge Power-Wagon, for example. 
Its rugged, 94-H.P. engine gives you plenty 
of get-up-and-go for your toughest trips— 
yet squeezes a whale of a lot of mileage from 
every gallon of gas. 


In a Dodge truck you'll breeze through 
traffic with the greatest of ease . . . relax in the 
extra comfort of a roomy cab with plenty of 
visibility. Above all, you’ll get more depend- 
able, year-in, year-out service! 


Why not get the lowdown firsthand from your 
nearby Dodge dealer? 


job-Rated” TRUCKS DO THE MOST FOR YOU 














How a Dodge truck 's “JOB-RATED” 
for the Utiity Business 


A Dodge “Job-Rated” truck is engi- 
neered at the factory to provide the 
best in low-cost transportation ... 
last longer . . . save you money. 
Every unit from engine to rear axle 
is “Job-Rated”—factory - engineered 
to haul a specific load. 

Every load-CARRYING unit— frame, 
axles, springs, wheels, tires and 
others—is engineered to provide the 
strength and capacity needed to sup- 
port the load. 

Every load-MOVING unit—engine, 
clutch, transmission, propeller shaft, 
rear axle, and others—is engineered 
to move the load under the most 
severe operating conditions. 

From a wide range of models, you 
can select a truck that meets your 
operating conditions. 
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Power house of Ford Motor Company’s 
Buffalo Stamping Plant, Lackawanna, N. Y., 
equipped with Exide-Manchex Batteries for 
switchgear operation and emergency lighting. 


Exide -Manchex 


PROVIDES BATTERY POWER AT 
FORD'S BUFFALO STAMPING a 
PLANT —— 


Bank of 120-cell DME-9A Exide-Manchex Batteries mounted o 
Exide 3-step #37333 rack. 






Efficiency of operation and equipment is 
characteristic of all departments of the 
great Ford Motor Company organization. 
Thus it is significant that the battery select- 
ed for the power house of their Buffalo 
Stamping Plant is an Exide-Manchex. This 
is the third Exide-Manchex at this plant, 


LOW DEPRECIATION: Sturdy, long-life 
construction. 


GREATER CAPACITY in a given amount of 
space avoids overcrowding of equipment. 
These are the features that help to make 
Exide-Manchex your best battery buy for all 





each a 120-cell DME-9A battery. control and substation services. He d 
Throughout the country, in public and eee writé 
private power plants of all sizes, the Exide- 
Manchex is daily proving its dependability, LEAD CALCIUM BATTERIES Acco} 
long life, and economy. In Exide-Manchex ; 5 , tion 
Batteries you get: Exide first produced Lead Calcium Batteries 

in 1935. Since that time we have progressively H 
POSITIVE OPERATION: Dependable per- followed an extensive program of laboratory . 
formance at ample voltage with no switch- research and development along with a study of nly 
ing failures. Exide Lead Calcium Batteries in actual service. 

; Card: 

INSTANTANEOUS POWER: High rates for Much has been learned during those 16 years. 
switchgear operation with adequate reserve es sec tr arte gy oan + pean bette: 

Pp ict ieng o a ry ite, defini conciu- 
power for dependable performance of all dave tase tame Gated eae one Bu 


other control circuits and also emer- 
gency lighting. 

LOW OPERATING COST: Extremely low 
internal resistance. 


LOW MAINTENANCE COST: Water required 
about twice a year. No change of chemical 
solution needed during life of battery. 


application. We will be glad to inform you 
where these cells can satisfactorily serve. 


THE ELECTRIC STORAGE BATTERY CO. 
Philadelphia 2 
Exide Batteries of Canada, Limited, Toronto 
“Exide” and “‘Manchex" Reg. Trade-marks U.S. Pat. Of. 


1888...DEPENDABLE BATTERIES FOR 63 YEARS...195 


t 
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How to make his job easier... 








D. 


95 


He doesn’t need to subtract, or even 
write the figures longhand. And the 
Accounting Department doesn’t ques- 
tion his arithmetic or his handwriting. 


He records the meter readings with 
nly a few simple pencil marks on IBM 
Cards. His job is easier . . . results are 
better. 


But this is only a small part of the 


TRADE MARK 








ta! 


/U4} 





story. Other IBM electronic develop- 
ments have improved all phases of 
customer accounting .. . including 
bill calculation and audit functions. 


IBM’s leadership in applying electron- 
ics to business machines has given utili- 
ties a ready means for reducing costs as 
well as providing better service for 
their customers. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 
590 Madison Avenue, New York 22, N. Y. 
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1 MERCOID | 


{ AUTOMATIC CONTROLS A 





) FOR INDUSTRIAL APPLICATIONS ( 
( REQUIRING POSITIVE CONTROL \ 
) OF PRESSURE, TEMPERATURE, 4 

LIQUID LEVEL ETC. 
SIMPLE TO ADJUST FOR THE () 


SPECIFIED OPERATING RANGE 1 


= 
= 


<> 
— 
a 





THE MERCURY SWITCH IS A FEATURE IN MERCOID CONTROLS. () 
THE REASON FOR THE MERCURY SWITCH IS THE ADDED SAFETY: . 
BETTER PERFORMANCE AND LONGER CONTROL LIFE-ALL OF ) 
WHICH ARE IMPORTANT WHEREVER CONTROLS ARE REQUIRED !) 


WRITE FOR CATALOG 700---PLEASE | 
MENTION THIS PUBLICATION \) 
, THE MERCOID CORPORATION ' 
4201 BELMONT AVE. CHICAGO 41, ILL (y 


—— o — 
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DO YOU KNOW THE RECORD 
BEHIND THESE NAMES? © 













OMMONWEALTH OMMONWE: nap 
ERVICES * INC- sSsOClATES san 













nN 






EXPERIENCE 
both in years and diversity of operations in electric and gas utility field. 
ORGANIZATION . 
large enough.to do the job yet small enough to insure 
proper personal executive attention to your immediate problems and requirements. 


Commonwealth Services and. its engineering subsidiary, Common- 
wealth Associates, are new in name and outlook, but long established 
in organization and experience. Formerly. the service company for 
the Commonwealth & Southern Corporation, Commonwealth Services 
and Associates have drawn together a group of individuals highly 
specialized in varied technical and economic fields and whose experi- 
ence in problems of electric ‘and gas utilities covers over 40 years. 
‘Commonwealth offers you the advantage of having numerous 
departments at your command without adding to your organization 
personnel. This advantage is yours whether for the services of a 
single specialist or an entire department — for a specific problem, 
project, report, or for a continuing program. 
Check the ways in which Commonwealth can contribute to the efficiency and economy 


of your organisation. Write for booklet describing the many services available to you. 
Address: Commonwealth Services Inc., Department El, 20 Pine Street, New York 5, N. Y. 


INVESTIGATIONS * REPORTS * FINANCING * ACCOUNTING © SYSTEMS * TAXES © INSURANCE 


PENSIONS © RATES © DEPRECIATION © VALUATIONS * DESIGN AND CONSULTING ENGINEERING 
METERING © PURCHASING © INDUSTRIAL AND PUBLIC RELATIONS * MERCHANDISING * ADVERTISING 


NWEALTH WEALTH 


ssociATES'!N 


Qenvices IN 





20 PINE STREET NEW YORK 5, N.Y. HANOVER 2-0170 


7 HAYES STREET JACKSON, MICH. 1025 CONNECTICUT AVE. N.W. WASHINGTON 6, D.C. 
DIAL 8121 STERLING 3363 


CS: a Oe 2 OO el oe ee 
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This particular 
Santa —the one 
you see on the 
Christmas Seals— 
is a very healthy forty-five! 
Yes, this is the 45th annual 
Christmas Seal Sale—a holiday 
custom that has made possible one of the great 
social, economic, and medical achievements of the present century. 
Your purchase of Christmas Seals has helped save 
5,000,000 lives. Yet, tuberculosis kills more people 
than all other infectious diseases combined. 
So, please answer once again the call that comes but once 
a year—and help make possible the campaign against 
tuberculosis every day of the year. 


Because oP my —_ 
amas Gin aeons tee Pusiic UTILITIEs FoRTNIGHTLY 
been contributed by 











OVER EIGHT 
MILLION 
HORSEPOWER 


The Newport News Shipbuilding 
and Dry Dock Company has re- 
ceived orders for the building of 
hydraulic turbines aggregating 
output of 8,150,000 horsepower. 


ASSEMBLY OF SPIRAL CASINGS FOR C. J. STRIKE DEVELOPMENT 


NEWPORT NEWS 


SHIPBUILDING AND DRY DOCK COMPANY 


Newport News, Virginia 
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NOW AVAILABLE 


A Special Service Covering Federal 


EMERGENCY CONTROLS 


As They Affect UTILITY COMPANIES 


HE P.U.R. EMERGENCY ConTROLS SERVICE is ae A 

designed to provide subscribers with the full i the Ph 
or pertinent text of all special regulations issued 
under the direction of the Defense Mobilization 
Administration and its various agencies, as they 
apply directly to the utilities—electric, gas, tele- 
phone, transit and pipe line companies. General 
regulations are reported with interpretive treatment, 
pointing out such portions as may pertain to the 

$10 a month, utilities. 








including— The purpose of this new Service is to furnish 


Mented tefletion tecnod subscribers with a complete, authentic compendium 


every two weeks, with supple- of applicable controls and regulations, in convenient, 
mental and interim releases, time-saving form, with periodical indexes—all per- 
mailed as required, to provide forated for filing in standard binders. This is not 
“S coverage. merely a prompt and well presented reportorial 


service, but one that also contains interpretive in- 
formation provided by our staff organization, based 


. upon direct contact with the sources of administra- 

tive action. Utility officials, operating executives 

Mail Your Order and others will find the P.U.R. EmMercency Con- 
TROLS SERVICE an invaluable aid during the present Inter 
Today emergency period. . of fr 


stand 


P.U.R. EMERGENCY CONTROLS SERVICE 


PUBLIC UTILITIES REPORTS, INC. — Publishers 
309 Munsey Building © Washington 4, D. C. 
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en the buzzards need sunglasses as they 
wheel over the 6'-square mile hot box that 
s the Phoenix Proving Ground of International 
tucks. Here, Internationals are put through 


a rugged grind as they roll round a 7'/,-mile 
poved test track, on a 24-hour-a-day, 34,000- 
mile-a-week schedule. A 4-mile dirt test track 
and 11 miles of access roads help provide 


rugged approximation of every highway con- 
dition your truck may meet on any everyday 
job anywhere. Arizona test fleet mileage now 
totals well over 5,000,000 miles. 


Desert Whipping Post 


Our Phoenix Proving Ground is 
a whopping whipping post built 
to help answer this question: 





How can we develop even greater 
pee stamina than that which has kept In- 
ternationals first in heavy-duty truck sales 
for 19 straight years? 

Our search for the answer is continuous, be- 
cause the problem of getting lower operat- 
ing and maintenance costs and longer truck 
life is faced by truck owners every day. 


Even after 45 years of building trucks, 


there’s always something new to learn. 
These discoveries — whether they come out 
of blue prints, actual experience, or testing 
operations — become part of the value an In- 
ternational Truck gives you. 

Your International Truck Dealer or Branch 
is ready with the world’s most complete line 
of trucks, to help you whip your hauling 
problem. See him soon. - 


International Harvester Builds 
McCormick Farm Equipment and Farmall 
Tractors . . . Motor Trucks 
Industrial Power . . . Refrigerators and Freezers 


INTERNATIONAL HARVESTER COMPANY = Chicago 





Internationals, with outriggers, are whipped 
cround a figure-8 course to prove the capacity 
of front wheel spindles and wheels to with- 
stand severe thrust. 








INTERNATIONAL 4 TRUCKS 


More than One Million Now on the Road 


Internationals wheel around a long curve 
on the 7'/,-mile paved test track. Drivers re- 
port on comfort, maneuverability and general 
handling characteristics. 


Up “The Nine” (oc 9% grade that forces 
drivers to test gear ranges), climb units of the 
International Truck test fleet on their constant 
circling of the test track. 
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how to plan 


rate structures that attract 


new capital 
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To provide adequate earnings | in the face of | 


@ increased operating expenses 


@ growing plant investments te with higher n new 
money costs Bx 





















1. Its "recuaniangaeele ; 
are backed by 40 years of 
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@ P 
"Ra e5 couso>™™ 





° Appraisal » Budget . Business Studies - Consulting Engineering * Design & Construction . Financial » Industrial Relations « | 
Inspection & Expediting . insurance & Pensions . Purchasing » Rates & Pricing . Research » Sales & Marketing . Systems & Methods . ‘Taxes » Traffif 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 














THe American ApprRaAIsAL Company 


ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








AMERICAN CALIQUA COMPANY 


CONSULTING ENGINEERS 
HIGH TEMPERATURE WATER DISTRIBUTION SYSTEMS 


Space Heating and Industrial Processing 
District and Municipal Heating 
155 E. 44th St., New York 17, N. Y. 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing — Inspections — Research — Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 














Jord, Bacon & Davis 
a. cuen ees eere 


NEW YORK © PHILADELPHIA @ CHICAGO © LOS ANGELES 








(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 








GIBBS & HILL Iwo. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 














GILBERT, ASSOCIATES 








ENGINEERS © CONSULTANTS * CONSTRUCTORS 


NEW YORK + READING +» WASHINGTON + HOUSTON + PHILADELPHIA - ROME * MANILA + MEDELLIN 


FOUNDED 1906 








JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street * CHICAGO * Telephone HArrison 7-8893 








Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 








HENKELS & McCOY 


ELECTRIC & TELEPHONE LINE CONSTRUCTION CO. 
6100 N. 20th St., Philadelphia 38, Pa. — Wilmington, Del. — Erie, Pa. — Altoona, Pa. 


Transmission Distribution — Overhead, Underground e Construction Maintenance « Ball Field Lighting 
Right of Ways ¢ Chemical Control ¢ Tree Trimming ¢ Gas and Oil Lines . . . Now Working in 14 States 








CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 











JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS DEPRECIATION STUDIES— 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 








Mention the FortnicHTLY—/1! identifies your inquiry. 
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PROFESSIONAL DIRECTORY (continued) 








Te ulqian Gyeoration 


ENGINEERS @ CONSTRUCTORS 





1200 NORTH BROAD STREET, PHILADELPHIA 21, PA. 
* WASHINGTON, D.C. e ROME, ITALY « CALCUTTA, INDIA 
CARACAS, VENEZUELA e@ MEXICO CITY, MEXICO 





GAS 
ELECTRIC 


William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
Utility Management Consultants Specializing in REGULATORY 


COST ANALYSIS “PROBLEMS 














WATER 
for past 35 years 
Send for brochure: ‘The Value of Cost Analysis to Management"’ 

N. A. LOUGEE & COMPANY 
Engineers and Consultants 
REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 
120 Broadway New York 
RATES TAXES 
SAFETY MIDDLE WEST FINANCE 
PENSIONS INSURANCE 
BUDGETING SERVICE ADVERTISING 
PERSONNEL ACCOUNTING 
ENGINEERING co. SALES PROMOTION 
STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 











CONSULTING, DESIGNING AND 


231 SOUTH LA SALLE STREET. 


Pioneer Service & Engineering Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


OPERATING ENGINEERS 
PURCHASING 


CHICAGO 4. ILLINOIS 











Outstanding 


Designing * Engineering + Construc- 
tion + Piping « Equipment « Surveys 


in the * Plans + Steam or Diesel Power 


Plants, Alterations, Expansions 


Industry DESIGN + ENGINEERING - CON 











THE RUST ENGINEERING co. 


Power Plant Design and Construction 
- Boiler Settings, Chimneys, Equipment Erection 


PITTSBURGH, PA. BIRMINGHAM, ALA. 
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PROFESSIONAL DIRECTORY (continued) 





SANDERSON & PORTER 
ENGINEERS & 


CON STRUCTORS 








Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Re ports—Design—Supervision 


Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 





























80 BROAD STREET NEW YORK 4, N. Y. 
“a. a ENGINEERS, CONSTRUCTION AND 
, MAINTENANCE CONTRACTORS 
Consulting Engineers for the GAS INDUSTRY 
Water, Sewage and Industrial Waste Problems Cc ON een a om: @ ae) 
ry yt yy GAS anv SERVICE CO. 
121 SOUTH BROAD STREET PHILADELPHIA 7 327 Se. LeSalle St.. Chicege 4, til. 
BL ACK & VE ATCH GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
CONSULTING ENGINEERS snerscees 
Appraisals, Co and - HARRISBURG, PENNSYLVANIA 
ports, design and supervision of con- Investigations—Reports—Appralsals 
Meustien Cf Public Utainy Feeperties Original Cost and. Depreciation Studies 
4706 BROADWAY KANSAS CITY, MO. Rate Analyses—Insurance Surveys 
EARL L. CARTER W. C. GILMAN & COMPANY 
Consulting Engineer Consulting Enginesre 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY Load and Capacity Studies — Rate Cases 
Public Utility Valuations, Reports and Financial Planning 
Original Cost Studies Investigations — Reports — Supervision 
910 Electric Building Indianapolis, lud. 55 Liberty Street New York 5 
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PROFESSIONAL DIRECTORY (concluded) 





FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SoutH MICHIGAN AvVENUEB, CHICAGO 


LUCAS & LUICK 


ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatie St., Cricaco 








SVEN B. HANSELL 


CONSULTING ACTUARY 
PENSION PLANS 


DEPRECIATION 
For Rate Cases and Income Tax 


1421 Chestnut Street Philadeiphia 2, Pa. 
Tel. Rittenhouse 6-3037 


LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








HARZA ENGINEERING CO. 


Consulting Engineers 
L. F. HARZA 
EB. MONTFORD FUCIK 


Hydro-Electric Power Projects 
Transmission Lines, 8: Management, 
Dams, Foundations, Harbor Structures, 
Soil nics 


400 W. MADISON ST. CHICAGO 6, ILL. 


CALVIN V. DAVIS 


A. S. SCHULMAN ELEctric Co. 


Electrical Contracting Engineers 
TRANSMISSION LINES—UNDERGROUND Distri- 
BUTION — POWER STATION — INDUSTRIAL — 

COMMERCIAL INSTALLATIONS 


2416 SouTH MICHIGAN Ave. CHIcAGo 











JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS — EXAMINATIONS — APPRAISALS 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 














LAURENCE S. KNAPPEN 


Consulting Economist 


Cost of Capital and Rate of Return Studies 
Analyses of Financial Statements 


Rate Case Investigations 
Revenues and Expenses 
919 Eleventh Street, N.W., Washington 1, D. C. 
Telephone: National 7793 











Testing + Inspection * Consulting 
Product Development & Research 


UNITED STATES TESTING COMPANY, INC. 
Hoboken, N. J. 


Boston * Chicago * Denver * Los Angeles 
Memphis * New York © Philadelphia * Providence * Dallas 








LARAMORE AND DOUGLASS, INC. 
CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Chicago 3, Illinois 











WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
ane — STUDIES — REPORTS — 
SIGN — SUPERVISION 


-... —_INDUSTRIAL PLANTS 














ee 








Mention the Fortn1GHTLy—I¢ identifies your inquiry 


INSTITUTIONS — SCHOOLS — PUBL cwor! 
NEW HAVEN ONNECT 
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Gas Goardians / 


SPRAGUE 


CAST IRON AND ALUMINUM CASE 


GAS METERS 
and 


oQhGUE Mey, 
Senge" REGULAT Ok ¢ 
3 


For high, medium and low pres- 
sures in manufactured, natural 
and liquefied petroleum gases. 
“ 

Gas Measurement Engineers have 
been acquainted with the accuracy, 
unequalled service and low maintenance cost of Sprague Meters and 
Regulators for over fifty years. For simplicity of design, rugged con- 
struction and quality of materials, Sprague products are unrivaled in 
their field. 


Modern methods demand that devices of this nature must be inter- 
changeable to keep maintenance costs low. 
The foresight of Sprague Engineers in the 
past, today makes the oldest Sprague 
models as efficient as the newest. 





SPRAGUE NO. 1A METER 


The services of the Sprague Engineering 
Staff are at your disposal. Data and prob- 
lems of gas measurement and control will 
be gladly furnished. Write for a complete 
set of catalogs. SPRAGUE 1500 REGULATOR 





THE SPRAGUE METER COMPANY 


BRIDGEPORT 4, CONNECTICUT 
BRANCHES: DAVENPORT, |OWA * HOUSTON, TEXAS 
LOS ANGELES, CAL. © SAN FRANCISCO, CAL. 
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These G-E switched Pyranol capacitor equipments rated 5100 kilovars at 13,200 volts are installed on the sys ema 
the Metropolitan Edison Company, York, Pa. All utilities today are finding it pays to install capacitor kvar, someq 


much as 50% of their peak load. 


G-E switched 
capacitors 

prove life-savers 
as loads climb 


Short deliveries on equipments. 
Priced less than $8.00 per kvar 


Electric utilities in all parts of the country co 
tinue to find that capacitors provide the fastest 
cheapest way to increase system capacity. 

Where you already have installed a high pe 
centage of fixed capacitors—or where your kilova 
loading varies widely in any 24-hour period—yo 
can profit by the use of switched capacitors. Auto 
matically switched capacitor equipments can 
provided at low cost. The G-E 5100-kvar 13.2 
volt Pyranol* capacitor equipment illustrated |ere 
with breaker and automatic control, is priced ai les 
than $8.00 per kvar. 

Switched capacitor equipments are availabl« o 
short delivery. They can be installed in a matt«r o 
hours. They provide the least expensive meth: 0 
releasing system capacity. Call your nearest 
Sales Office or write for information on how c: 
itors can help you. Address Sec. 407-31, Appa 
Department, General Electric, Schenectady 5, 


*Reg. Trade mark of General Electric Company. 





GENERAL (36) ELECTRIC 





